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MUTUAL SECURITY ACT OF 1955 


THURSDAY, MAY 5, 1955 


UNITED STATES SENATE, 
CoMMITTEE ON ForeiGN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:15 a. m., in the caucus 
room, United States Senate Office Building, Senator Walter F. George 
(chairman) presiding. 

Present: Senators George, Green, Fulbright, Humphrey, Barkley, 
Wiley, Smith of New Jersey, Aiken, and Capehart. 

The Cuamman. The committee will please come to order. 

The Committee on Foreign Relations is ope ning hearings on the 
President’s request for an authorization of $3.5 billion for the 
mutual security program for the fiscal year 1956. 

The committee has before it the President’s message to Congress of 
April 20, in which the broad framework of the program is outlined. 
Members of the committee have also received voluminous detailed 
documentation from the Foreign Operations Administration, and it 
is hoped that the executive branch will be prepared shortly to submit 
draft legislation embodying its proposals. 

In the meantime, we will proceed with the general study of the 
program, and we will be pleased to hear first from the Secretary of 
State, recognizing, as we do, Mr. Secretary, that you will probably deal 
with the broad outlines of the program re ither than the details which 
will be subsequently submitted to the Committee. 

We will be glad to have you proceed now. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Mr. Chairman and members of the Foreign Rela 
tions Committee, beginning about a decade ago, the United States em- 
barked upon a program which is unique in the world’s history. The 
United States decided that it would, in its own interest, devote a sub- 
stantial part of its resources to helping other free nations to build 
the economic health and military strength needed for the preservation 
of their freedom. This program, with its various related parts, has 
become known as the mutual security program. 


HISTORY OF THE PROGRAM 


Over the years, this unique experiment in international relations 
has undergone many changes—changes of emphasis, additions and sub- 
tractions, chi anges of organization and administration. This year new 
changes are proposed in order to adapt the program to changing con- 
ditions and to assure better the accomplishment of the desired ends. 


1 
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The President has announced his intention to transfer the affairs of 
the Foreign Operations Administration to the Department of State 
as of June 30, 195: )—except for certain military functions which will 
be administered by the Defense Department, in close coordination with 
the Department of State. Until now the activities of this vitally 
important arm of our foreign policy have been independently admin 
istered with great ability by Mr. Harold E. Stassen and his organiza- 
tion. I hope ‘that when this responsibility comes to the Department of 
State, it will be possible to carry on with equal effectiveness. 


THE PRESIDENT "SR EQUEST 


President Eisenhower, in his recent message to the Congress, gave a 
comprehensive review of the proposed program. 

The total of funds requested is $3,530,000,000. Of this amount, ap- 
proximately one-half or $1,717.200,000 is intended to be used direc tly 
to maintain and build up the militar y forces of allies. In addition to 
that half of the total fund, another one quarter, or $1,000,300,000, is 
designed for what is called defense support. That means economic 
help to countries which cannot otherwise carry the burden of as large 
defense establishments as seems desirable. 

A Military Establishment is not only economically nonproductive, 
but it subtracts largely from the productivity of a people. There are 
some nations so situated that it is deemed desirable that they should 
have a greater military establishment than their economies can 
presently : support. 

$y direct military aid and defense support there is made avail- 
able for the defense of the free world far larger military forces than 
would be available if the same amount of money was spent by us on 
our own military. 

The foregoing accounts for approximately 77 percent of the total 
fund requested. The remaining 23 percent or $812,500,000 is designed 
for programs unrelated to military purposes. The principal items 
are: $337,500,000 for economic aid to Asia, of which $200 million is 
for a special fund for regional development. There are funds for 
technical cooperation in the amount of $172 million; $100 million is 
designed as a contingent fund for the President. 

The geographical distribution of the one quarter of the fund which 
is not related to military establishments is as follows: $21 million for 
Europe, chiefly for West Berlin; $52,500,000 for the other American 
Republics; $179 million for the Middle East; $337,500,000 for Asia, 
and $222,500,000 for nonregional programs, including the multilateral 
programs and the President's contingency fund. 


EFFRCT OF THE PROGRAM ON UNITED STATES FOREIGN POLICY 


This program is an essential part of our overall policy of seeking to 
bring those rulers who now follow the line of international com- 
munism to see the futility of the policy of attempting world conquest. 
Thus there may come alternate policies designed to satisfy the legiti- 
mate aspirations of their peoples. 

There is, I believe, an air of expectancy in the world today. A series 
of small but perhaps significant signs suggest that the time may be 
nearing when those who have been seeking the conquest of freedom 
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will in fact put their foreign relations on a more tolerable basis. De- 
velopments in relation to Austria may be indicative of a change of 
mood which may extend to other areas. 

I do not want to imply that I think we have achieved our goals. 
There are still bad spots as well as good spots. Also, I do not doubt 
that the international Communists believe that any new policies which 
they now adopt are part of the classic design which Lenin said means 
that “we might have to go in zig-zags, sometimes retracing our steps; 
sometimes giving up the course once selected and trying various 
others”; and which Stalin said involves “maneuvering the reserves 
with a view to effecting a proper retreat when the enemy is strong.” 
Nevertheless. I do feel a certain sense of encouragement because today 
the tactics of the international Communists suggest that they realize 
that the free world is in fact strong and that they do have to give 
up some of the courses which they once selected. 

The essential is that we continue the policies which have produced 
this strength and, with it, added safety and new opportunities. It 
would be a great mistake to relax our mutual security efforts just as 
they seem to be bearing the desired fruits. Whatever successes or fail- 
ures we encounter in our immediate relations with the international 
Communist bloc, we can be sure that our chances for peace and free- 
dom will continue to depend, for many years to come, upon the total 
strength which free peoples are able to create and maintain. 

In past years, a major part of the military and economic assistance 
authorized by the Congress under the mutual security program has 
been furnished to the nations of free Europe. The best measure of 
the success of this program is the remarkable growth of economic 
vitality, political stability and military strength among these nations. 
NATO is a going concern; European unity has moved forward; pro- 
duction, trade, and living standards have risen. Europe still faces 
many difficult problems and our interest in the successful solution of 
these problems remains undiminished. However, there has been a 
significant improvement of conditions in Europe, and perhaps because 
of that we now look more closely at Asia and see more clearly its 
needs. The mutual security program for next year is planned accord- 
ingly. 

AID TO EASTERN AND SOUTHERN ASIA 


In addition to continuing and in some cases increasing present pro- 

grams in the free countries of Asia, particularly the technical assist- 
ance programs, the President has requested a special fund for discre- 
tionary use in eastern and southern Asia. 
_ International communism is pressing hard to extend its influence 
in Asian countries which lack the economic strength to support an 
adequate Defense Establishment and to provide the necessary founda- 
tion of political stability and steadily improving living standards. 

By means of the Manila Pact and other defense treaties, we have 
placed the Communists on notice regarding the danger to them of fur- 
ther armed aggression in that area. But this is not all that we can 
and should do. We know that nations which are economically weak 
find it difficult to become politically strong and secure. We believe 
that an increase in free Asia’s economic strength can be another effec- 
tive resistant to communism. The President’s fund for free Asia is 
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designed to stimulate the development of economic strength and 
cooperation in this area. 

For some time now, the free Asian countries have been meeting an 
nually with one another under the auspices of the consultative com 
mittee of the Colombo plan for cooperative economic development i: 
south and southeast Asia, commonly called the Colombo plan. In these 
sessions, these countries have been frankly discussing their problems 
of development and have been cooperatively seeking ways of over 
coming them with their own resources. This type of consultation and 
initiative with its emphasis on self-help should be continued and ex 
panded. Out of such cooperative forums may well come ideas which 
will strengthen the area politically and economically. We joined with 
our Asian friends at these sessions in the past and we hope to continue 
to do so. I should make clear, however, that the United States would 
retain full control over the use of the fund just as we do in the case 
of the country programs. 

In singling out any one part of an integrated program for special 
comment, there is always the danger of implying a lesser degree of en- 
thusiasm and support for other parts of that program. Since I shall 
not attempt to discuss the value of each individual part of this mutual 
security program, I hope that you will not so interpret my remarks. 
In the course of these hearings, I assume you will wish to evaluate each 
aspect of the program, drawing on many informed witnesses. 


ACHIEVEMENTS OF THE PROGRAM 


[ am not myself an expert on all the details. But I do have a confi- 
dent overall judgment as to the value to the United States of these pro- 
grams as a whole. In my opinion these mutual security programs 
have achieved, and are achieving, measurable success in bringing about 
the conditions which, in my judgment, are the best guaranty of peace 
and freedom in the world. The price we are paying for this result I 
consider to be a reasonable price when measured in terms of the attain- 
able results, 

It has been suggested on occasion that our superiority in modern 
weapons has lessened our need for allied support. This is a dangerous 
misconception. We need the support of other free nations just as they 
need us. The peoples of these nations, their territories, their farms 
and factories, their mines and scientific and technical skills, all are 
priceless assets in the hands of the free. But under Communist con- 
trol, these human and material resources would be harnessed and used 
against us. 

[ have repeatedly emphasized the fact that we cannot rely exclu- 
sively upon any single weapon or technique; that our technological 
advantages must be reinforced by other means of defense, both mili- 
tary and nonmilitary. Superiority in modern weapons is not a prod- 
uct of any special magic, nor is it automatically guaranteed to last for- 
ever. It is part of our overall technological capacity, and is a com- 
posite of various human skills, mineral resources, laboratories and 
factories, trained military personnel, bases and other facilities, many 
of which are freely made available by our friends and allies. Tech- 
nological superiority for a prolonged period will depend in large 
measure upon what happens to people in other lands and upon how 
they decide to use their human and physical resources. 
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MUTUAL 


There are some who have criticized the mutual security program as 
a futile effort to buy friendship. If this were its true purpose, 1t 
would indeed be futile. Friendship cannot - purchased. The great 
majority of the free peoples of the world are already friendly to the 
United States. Our real purpose is to invest in stre ngth. We want to 
make our friends as strong as possib le, so that the ‘y can better protect 
themselves and contribute more effectively to our common safety and 
to our common progress toward a more stable and peaceful world, 


PARTNERSHIP AMONG FREE NATIONS 


During the past 10 years, the free n ations have voluntarily forged 
a partne rship relationship which has served them well. 

The United States has made a momentous contribution to that part- 
nership. Never, for a moment, have we sought aggrandizement for 
ourselves. Our only purpose has been to help those elsewhere who 
believed in human freedom and were willing themselves to struggle 
and sacrifice to assure it. What the American people have done over 
this 10-year period has, I think, no precedent in recorded history. 
What has been done warrants good hopes for the future. Those hopes 
are primi arily due to the fact that men are now realizing that peace 
and justice are goals which must be constantly worked for and sacri- 
ficed for, and that they are not goals which can be assured by some 
paper agreement or by some sporadic act. In the past, almost alw: AVS, 
war has led to agreements which people interpreted as assuring pea 
Therefore, they relaxed, and went about their purely personal affairs. 
This time we have not relaxed, but have gone on working and strug- 
gling—sometimes with success, sometimes with setbacks, but always 
with determination. 

The need for that is still with us, and is in vital measure represented 
hy the mutuz al security program now before you. 

The Cuairman. We thank you very much, Mr. Secretary, for your 
statement. 

It may be that some members of the committee will desire to ask 
questions, even though you are not prepared to go into the details of 
the program. 

Senator Green, have you any questions / 


ALLOCATION OF FUNDS 


Senator Green. Yes, Mr, Chairman. 

Mr, Secretary, I am in complete accord with the Purp ore which 
you so well support, and my questions are not aimed ; t questioning 
in any way the recommendations that you make as a ae But I do 
think that without going into specific details, either as to what coun- 
tries are to be helped or the amount in which ¢ ountry, that it would be 
very helpful if you would set forth for our information and that of 
the general public the way these figures are built up. What brings 
about these different amounts for different countries, and what are 
the elements on which we build up the total 

Secretary Duxies. Senator, approximately half of the total fund 
goes directly to the military establishments of our allies. It repre- 
sents what is commonly called hardware; that is, the actual military 
equipment and supplies themselves. 
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The amount of equipment and supplies is determined by estimates 
of our military advisers, some of whom will shortly be before you, 
and who can testify more effectively than I can. Their estimates con- 
sider where it is useful for the common defense of freedom and where 
there should be military establishments of a specified size and strength. 
Thus, a part of these funds will go to the building up of the arms of 
Western Europe. A substantial part of previous appropriations will 
go to equipping German forces which, beginning today, will be inter- 
nationally authorized to come into being. 

The question of the size of that force, of the forces of NATO, is a 
matter which is discussed periodically. I, myself, am going tomorrow 
to a meeting of the North Atlantic Council which will be held the 
beginning of next w eek, and at which this whole question will again 
be reviewed. 

When these NATO nations get together, they consider the advice 
of General Gruenther, who is the Supreme Commander in that area, 
as to what forces are needed. How much can be contributed, and 
what is a fair contribution by the different members of that treaty 
alliance, is determined in the light of multilateral consideration and 
discussion. 

Then, in other areas, as for example in Korea, there is, similarly, a 
decision by the military people as to what they believe is a prudent 
level of military force in that area 

The decision, therefore, as to how to spend the one-half of this 
program involving military hardware, is made primarily by the De- 
fense Department. Since there are political factors also involved 
there is consultation with the Department of State on that matter. 


DEFENSE SUPPORT 


Then there is the other quarter of the fund, which is the so-called 
defense support. This is economic aid given to countries which have 
agreed to maintain a bigger military ‘establishment, and we think 
they should have this military establishment, than they can support 
themselves if their economies are not helped to some extent. 

As I indicated in my opening statement, a military establishment is 
not only something which is not productive, but it is, in fact, a sub- 
traction of productivity which otherwise would be available. This 
manpower, that is recruited and used in armies, is not able to work 
productively and produce the food, the clothing and so forth that 
they need for themselves. They have to be supported by other people. 
In some areas, such as Korea, Turkey, Formosa, it is deemed by our 
military advisers, by the National Security Council and the Presi- 
dent advisable to have the United States help support military estab- 
lishments larger than the countries could support themselves without 
United States assistance. 

So that accounts for the other quarter of the program. The alloca- 
tion of funds, as I say, is made in terms of two basic decisions: First, 
is it desirable that the country in question have a military establish- 
ment of a given size? Second, assuming that it has a military 
establishment of that size, is it able to support it alone, or can it only 
have a military establishment of that size if some help is given ? 
Those two criteria are applied to each county to determine whether 
and how much so-called defense support assistance is given. 
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ECONOMIC AID 


That leaves you with the remaining quarter of the program, about 
$800 million, which is not covered by either of the standards that I 
have applied. It is not direct military aid nor is it defense support 
aid. It is economic aid unrelated to a military program, but is, 
nevertheless, deemed desirable in order to help build up the economies 
of countries which are non-Communist, which are struggling to main- 
tain their non-Communist position, and which can be inspired and 
helped to do so by a limited amount of economic aid from the United 
States. 

Now, may I point out that virtually none of this type of aid goes 
to Europe now except a small amount to maintain the economy of the 
city of Berlin, which is a sepecial symbol of allied will in a forward 
position, completely surrounded by communism. It is both economi- 

cally sound and, from a moral and psychological st: indpoint, wise that 
there be some cooperative effort by the free nations to maintain that 
forward symbol of freedom in the Soviet zone of Germany sur- 
rounded as it is by communism. 

In general, the economies of the Western E uropean nations have 
SO improved that it is not necessary any more to give economic aid. 
As you will recall, the so-called Marshall plan was almost entirely 
economic aid to Europe. This need has passed. The purpose of re- 
storing economic health to Europe has been accomplished. 

Now then, when you come to Latin America, there are relatively 
small amounts. Those amounts are relatively small partly because 
those countries are, to a large extent, capable of sustaining their own 
economies, and also because there is available for them the resources 
on a loan basis of the Export-Import Bank. <A very large percentage 
of the activities of the Export-Import Bank are in relation to Latin 
America, so it is not necessary to include them on any large scale in 
the program which is presented to you. 

The bulk of this item which I am now directing myself to is related 
to the situation, first, in the Middle East, and then most largely now 
to the position in eastern Asia. 

In the Middle East we give economic assistance to Israel, although 
it has been on a declining basis. To some extent, we give economic 
assistance to some of the Arab countries where there are particular 
needs in relation to the refugee problem and the necessity for trying 
to develop additional land which people can live on through mahing 
available increased water facilities. 


COMMUNIST AGGRESSION IN ASIA 


In Asia, the struggle has assumed largely at the moment an eco- 
nomic aspect. We hope that it will stay on that basis, and that the 
Chinese Communists will not continue what has been a program of 
violence since they came into being. They came into being by vio- 
lence. They carried on violence against Korea. They took Tibet 
over by violence. They promoted ‘violence in Indochina, and they 
started after the Indochina armistice to attack the island positions in 
the Formosa Straits. 
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We are hopeful that particularly the developments of the Bs indung 
Conference may have exerted a certain influence on the Chinese 
Communists to abandon the methods of violence, but they are, how- 
ever, conducting subversive activities which are of a serious charac- 
ter. They are presenting a certain contrast between what goes on 
in the Communist countries with what has been the course of economic 
development, or more accurately, underdevelopment in the non-Com- 
munist countries. 

Now, it is possible, in these Communist countries, to achieve certain 
economic results by methods which are cruel, harsh, and which, in 
effect, use a large part of the manpower as slave labor. 

You can use those people to create—build a railroad, build a plant 
of one kind or another, an irrigation project. You force them to do 
it. They may die in the process of doing it, but they are buried and 
behind any wi ay. There finally emerges, however, something you 
can show to starry-eyed visitors, namely an irrigation project or a 
road or something that was not there before. They don’t know or in- 
quire or remember how it got there. It is there. 

It is more important than ever that there should be some comparable 
economic development in the free countries of Asia. That is why a 
principal emphasis, in this year’s program, is put upon the use in 
Asia of the portion of the fund which is not directly or indirectly 
related to purely military establishments. Those, Senator, are, in 
general, the criteria which we apply. 

Senator Green. Well, thank you very much Mr. Secretary. I think 
that it is very helpful to get pub lic opinion to back the general prop- 
osition. I know that we are going to receive in the committee detailed 
information as to the different countries and the different territories. 


UNEXPENDED BALANCE 


There is one further question I would like to ask in that connection, 
and that is about the enormous appropriations which have been made 
and are still unexpended., 

Secretary Duties. The estimated unexpended appropriations as of 
June 30 next will amount, I believe, to approximately $8,700 million. 
It is estimated they will be substantially obligated or reserved. Ap- 
proximately three-quarters of these funds represent items of military 
equipment which require a very considerable procurement “lead time,’ 
as it is called. 

In other words, it takes a considerable time, often running into 2 or 
5 years, actually to produc e the items in question. 

Of that total of $8,700 million, I understand that approximately 
56,700 million is represented by h: urdware items which although they 
are not yet in being are covered by firm contracts. This is due to the 
fact that from the date when you decide to give, let us say a tank or 

plane or something of that sort to a country, it may take 2 or 3 years 
es produce physically the item in question, get it delivered, and have 
it paid for. 

That is the reason, as I understand it, why there is this considerable 
amount of funds which are obligated or reserved but not yet expended. 

Senator Green. Well, when you say “obligated,” in what sense do 
you use the word? Isit legally obligated ! 2 
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Secretary Duties. | believe that it represents what one would call 
a legal obligation. 

\Ir. Hensel, who is here with me, the Assistant Secretary of Defense. 
reminded me that the definition of obligated, which is substantially 
what I have indicated, is actually contained in the law itself, and we 
are governed by the provisions of the law in that respect. 

Senator GREEN. And most of these appropriations have already been 
obligated / 

secretary DULLES. Yes, sIr: they have been or will be obligated or 

eserved before the end of the fiscal year. 

Senator GREEN. A large number ? 

Secretary Duties. Yes. 

Senator GREEN. Will the committee be furnished with a List of those 
obligations ¢ 

Secretary Duties. Yes. 

( The list referred to above follows:) 
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Senator Green. Thank you. Then the request for these additional 
sums is to be over and above the obligations that have been incurred / 

Secretary Duties. Yes: we ask for-—we will ask for new authoriza- 
tions and appropriations. 


TOTAL FUNDS 





Senator Green. What will the total be of the money ’ already on 
hand plus the amount that is ve for new appropriations / 

Secretary Duties. The $314 billion which is going to be asked for, 
has been asked for by the President, will be requested not merely in 
terms of authorization which is the matter primarily here today, but 
[ am told it will be asked that it also be appropriated. This will come 

ip before the appropri: itions committee. 

Senator Green. What will be the total ? 

Secretary Duxues. I understand that including estimates of the 
amount which will remain unexpended at the end of this fiscal year 
the total would be $12.2 billion available for 

Senator GREEN. Twelve billion ? 

Secretary Duties. Yes: that would be the $8.7 billion plus the $3.5 
billion. 

Senator Green. Do you think our economy can stand that as well as 
the foreign countries’ economy standing what we ask of them / 

Secretary Duties. Yes. You understand that that amount is not 
going to be spent at once. Much of this money will be spent over a 
period of years, and it is because of the fact that there is a lag between 
the appropriations and the actual expenditures. 

ou see, we cannot obligate money unless the Congress has appro- 
priated it. 

Therefore, from the standpoint of prudence, it’s been the practice 
not to enter into specific formal commitments with other countries 
until the money has actually been appropriated. Otherwise, it would 
create an international obligation which we might not be able to meet. 

We are asking for the appropriation of money although we know 
perfectly well it may not be spent for 2 or 3 years. This is necessary 
in order to put the Government in a sonia to work out these pro- 
grams with other governments and to take commitments which have 
to be made now but which will actually be discharged over several 
years, perhaps. 


DURATION OF 'THE PROGRAM 





Senator Green. How many years in the future do these plans call 
for to utilize the appropriations already made and to be made? 

Secretary Duties. You mean, how long would it probably be be- 
fore the present appropriated money is actually spent ? 

Senator Green. Yes; that is right. 

Secretary Duties. Well, I suppose most of it will be spent in a 
couple of years or so. 

Senator Green. This appropriation we are speaking of would last 
about 2 years / 

Secretary Duties. Well, if we contemplated a termination of the 
program and were just going to let the pipeline run dry, I suppose 
it would be 2 or 3 years before it was actually dry. 

Senator Green. What if there was no improvement and we had 
to continue the same situation, it would become an annual appropri- 
ation, would it not? 
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Secretary Duties. Yes, sir. Yes. And I should say quite frankly 
to you, Senator, that I believe that, just as we will have to maintain 
our own Military Establishment at substantially present levels for a 
considerable period of time, it may be necessary to help maintain 
some of the military establishments of our allies which we share 
the benefit of, for a considerable period of time. 

Senator Green. Well, Mr. Secretary, thank you very much. 1 
wanted to get this information, not only for my own sake and for 
the committee, but also for the public. : 

Secretary Duties. Thank you. 

Senator Green. Thank you, Mr. Chairman. 

The CaairMan. Senator Wiley / 


SITUATION IN GERMANY 


Senator Witey. Mr. Secretary, | understand today Germany has 
regained her sovereignty. I heard that over the radio. Our repre- 
sentative is now becoming the Ambassador. My question now relates 
to the German situation. 

\s I understand it, the President’s message calls for very little eco- 
nomic aid to European countries; is that correct 

Secretary Duties. Except for the item I mentioned about the city 
of Berlin. 

Senator Witey. Yes. 

Approximately how much have we spent on Western Germany up 
to date ¢ 

Secretary Duties. I don’t know that I can answer that question. 
Going back to the period of the so-called GARIOA program during 
the first stages of the occupation. We have granted a total of $3.8 
billion. Of this amount, the Federal Republic has agreed to repay $1 
billion. That has now been funded and will be gradually repaid. 
We have also advanced the Federal Republic some $345 million in 
credits, of which about $100 million has been repaid. 

There has been no particular economic aid to Germany recently 
because Germany has made a very admirable economic recovery and 
the productivity of Western Germany is at a very high level. There 
has been nothing provided to Germany in terms of military equip- 
ment, because under the arrangements existing up to the present time, 
(Germany has not been author ized to have an ar my. A certain amount 
of military equipment has been set aside, earmarked for Germany, 
and the delivery of which may now shortly begin. I would rather 
you would ask the representatives of the Defense Department just 
what that amount is. To a considerable extent the military contribu- 
tion which we will make to the new German Army has been provided 
for out of past appropriations, although, as I say, the Defense people 

can give more details about that than I can. 

Senator Witey. Could we get an exhibit that would give us the 
whole picture, because it is very important that that information be 
brought out. We have given substantial aid in many ways, and will 
continue, in the military line, to give aid to our ally, the German 
Republic. 
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(The chart referred to above follows :) 
United States aid to Germany, 1945-55 


GRANTS * 
Federal Republic: 
Mutual Security aid * $1, 497, 126, 000 
Government and relief in occupied areas______._---------- 2, 205, 781, 000 
DERI A, Giad’ POwb-T Tihs on i ee ide cei inn den 5, 702, 000 
Agricultural commodities through private agencies______~_ 36, 657, 000 
Berlin investment fund 12, 857, 000 


—— we 


I i ee 13, 758, 123, 000 


East Germany : Mutual security aid (emergency relief) 14, 743, 000 


CREDITS 
Federal Republic: 

Export-Import Bank (commodity loans) —~~-----------~- * 64, 026, 000 
Mutual security program 16, 900, 000 
Mutual security deficiency and basic materials develop- 

ment 10, 869, 000 
SOO OE DOT iets islet nirtteea 216, 926, 000 
Occupied areas commodities programs__-__---__-------~~- * 36, 862, 000 


Total 345, 583, 000 


1The Federal Republic is to repay $1 billion under the agreement of Feb. 27, 1953, in 
settlement of United States postwar economic aid other than surplus property extended 
prior to July 1, 1951. 

2 Includes $23,695,000 assistance for Berlin programed for fiscal year 1955. 

* Fully repaid. 


Source: Department of Commerce publication Foreign Grants and Credits by the United 
States Government, and the Department of State. 


Department of Defense expenditures in Germany entering into the German 
balance of payments have averaged $225 to $250 million a year over the past 
few years and are currently running at that rate. These expenditures result 
from troop and civilian pay, military procurement, ete. 

Senator Witey. Are you satisfied with the economic strength and 
military buildup of Western Europe? 

Secretary Duties. Well, I would put it this way: I think the mili- 
tary authorities are not entirely satisfied, but I would also say that the 
military authorities, quite prudently, would like to have a little more 
than they do have. I think that the build-up is approximately com- 
mensurate with, and responsive to, the needs and the capacity of the 
countries in question to bear an unproductive military burden. I be- 
lieve that, with the addition of West German strength and the imple- 
mentation of the program which was agreed upon last December, for 
planning, military planning, in terms of the use of modern weapons, 
the situation will be one which will effectively deter armed attack 
against Western Europe. 


AUSTRIAN TREATY 


Senator Wier. Over the radio from Austria today it appeared that 
the Kremlin had rather softened several of its demands and it is be- 
lieved that the Soviet objective in coming to an agreement with Austria 
is to prevent the rearmament of Germany. Do you have any ideas 
you want to tell us on that ? 

Secretary Dunies. Well, as I stated in my opening statement, Lenin 
said, “We may at times have to abandon policies that we had decided 
upon and shift to others.” 
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Well, the policy of the Soviet Union with reference to Western 
Europe has failed. Today marks the death knell of the great Soviet 
policy for Western Europe which they have pursued with every means 
at their command for the past 3 years. They now have to throw up 
their hands and admit they failed. Therefore, perforce, they have to 
find new policies. 

Obviously, they are making their new policies as good as they think 
they can make them, and are putting the best face they can on the de- 
feat of their old policies. 

They may hope that what they are doing in Austria will produce 
results in Germany which they want. I, myself, believe that what 
they are doing in Austria is going to create new hopes on the part of 
the captive peoples that they too, in turn, may be liberated, and that 
there will be set in motion forces for freedom and liberty out of what 
is happening, which will, I think, serve well the cause to which our 
Nation and the other free nations are dedicated. 

Senator Wiiey. Do you think it will bring about, is an omen of, the 
unification of Germany ¢ 

Secretary Dutues. I think it brings it nearer, yes. 

Senator Wirry. If that occurs, would that affect NATO defense 
planning and military assistance to Western Germany ¢ 

Secretary Duties. Idonotthinkso. It might require some adapta- 
tion of present plans, but you will recall that the Austrian pattern 
does not call for a demilitarization of Austria. It will call for a certain 
neutralization of Austria. But I doubt very much whether the pat- 
tern of neutrality fits the facts of life in Germany, either their geog- 
raphy, their numbers, their temperament, or anything else. 


OFFSHORE PROCUREMENT 


Senator Witey. How much of this military aid is offshore pro- 
curement ? 

Secretary Dunues. You are talking about this year’s program ? 

Senator Winey. I think your figures show about three-fourths of the 
$3.5 billion would be in the nature of military or defense aid? 

Secretary Duties. Yes. 

Senator Wirey. And I was wondering—people get the idea that 
this money is just turned over right to our allies and so forth, whereas 
what they get is a bill of credit here, and they get so much goods and 
so much of this or that. And that, of course, has an immediate im- 
pact upon our own economy, upon our labor, and everything else. 

However, there has been in the past considerable offshore procure- 
ment in Europe, and I was wondering if we have anything percentage- 
wise on that in relation to the amount earmarked for military aid. 

Secretary Duties. There is no part of this year’s fund which is 
especially earmarked for offshore procurement, although probably a 
certain amount will be so used. 

It is, however, estimated that approximately 75 percent of what is 
asked for will be directly spent in the United States. The other 25 
percent will also be spent in the United States, although not directly. 
It will be transferred to people who will use it to buy goods, farm 
goods, manufactured goods, and the like in the United States. 

Senator Wier. I think that is an important fact, Mr. Secretary, 
that our people should get acquainted with. 
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Now, just one other question: We call this “mutual aid.” 


Is it not 
putting into application, also, an element of what you might call a 
self-preservation or national defense ¢ 

Secretary Duties. I agree with that absolutely, Senator. I believe 
. it we get out of every dollar that is spent here a full dollar’s worth 


0) 


additional secur ity for ourselves, and I do not know of any way in 

which we can spend those same amounts of dollars with equal benefit, 
or do I think the world situation is such as would permit us the false 
CONOMLY of not spending this amount of money. 

Senator Witey. Well, if I could get, later on, from those who testify 
on the military aspects of the program, the figures as to what is being 
spent now for offshore procure -‘ment—the reason why offshore procure- 
ment is advisable, why it will produce more for us and why it Is a good 
nvestment. I think there is a great deal of misunderstanding about 
that. 

And is it not also true, as was stated by the President, that every 
dollar here, even if it is literally spent abroad, eventually creates de 
mand upon our economy and has a tendency to pick up the economic 

urrent ¢ 

Secretary Duties. Yes, sir. Even where there is offshore procure 
ment. This means that the United States may find it desirable and 
in its general interest that there should be, let us say, a plant on the 
continent of Europe which can produce ammunition, so that all the 
ammunition does not have to be shipped from this country. 

Well, we put up the money to help produce a plant which, in turn, 
produces ammunition. <A certain amount of dollars are paid for that. 
What happens to those dollars? Those dollars go to the central bank 
of the country in question, and in turn are allocated by the central 
bank to those in the country who want to buy American goods. The 
farm products which go abroad, the manufactured products which go 
abroad from the United States to these countries, are very largely fi- 
nanced through that operation. We pay the dollars for something 
which is beneficial from a military standpoint. Dollars are spent in 
the country, in the first instance, but are then transferred to importers 
who buy from the United States. The dollars in that way come back. 

Senator Winey. Thank you. 

The CuatrmMan. Senator Fulbright ? 





DEFENSE SUPPORT 





Senator Futrricntr. Mr. Secretary, I noticed in the press this morn 
ing, and I have for several days, that there is considerable opposition 
as expressed by some members of this body, not this committee, but of 
the Senate, to economic aid. Do you regard this second category, you 
mentioned “defense support,” as important as the military aid in the 
program ? 

Secretary Duties. Yes, sir, and in relation to the areas for which it 
is requested, it is more important than military aid would be. 

We only request economic aid to meet a situation where there is an 
economic threat and where there is danger of the loss of the country 
and the loss of its freedom through the subversive and propaganda 
activities of the Communists. Those threats and dangers have to be 
met. It would be, in my opinion, foolhardy to think that the only 
danger we face is a military danger. 
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If you will review the conquests that have taken place by Soviet or 
nternational communism over recent years, you will see that they 
have relied upon other means than purely military means in a great 
number of the cases in question. We would be very foolish if we met 
that threat, that challenge, which is not itself pure ly a military threat, 
only by a military response. That would be ineffective. We have to 
respond to the challenge in the form that it takes. If it takes a form 
which is not purely military we, in turn, must react in ways that are 
more than purely military. 

Senator Funsrienr. Then would it be fair to say that if, in the 
judgment of the Congress, the amounts must be cut, you wouldn't say 
that they should be cut in the economic first, would you? That would 
not be a correct way to proceed, and I use that merely as an illustra- 
tion. If they say we must cut it, then where would you say we would 
vo with the economic ? 

Secretary Dutxes. I think it would be quite unwise to adopt as a 
rule of thumb that if the program had to be cut the cut should auto 
matically come from the economic port ion. 

I think that it is very difficult to appraise the situation as to where 
the cut should come. I can say without hesitation that I think it would 
be a great mistake to assume that if there had to be cuts, that they 
should all come out of the economic aid. I think that would distort the 
program into a form which would not best serve the political goals 
which we have in mind, and the mutual security which we want to 
achieve, 

Senator Futpricnr. I think that must be emphasized. From what 
I hear and read there is a tendency in Congress to put military matters 
first, and give it priority over nearly everything else in this field. 1 
am very glad to have you emphasize this point. 


SITUATION IN THE FAR EAS! 


In Indochina, for example, the difficulties there are not to be met 
with only military funds at the present time. 

Secretary Duties. I think that is quite right. 

Senator Funsrient. It is much more complex than that. I think 
nore guns will not solve the problem there; will they / 

Secretary Dunues. They will not. Asa matter of fact the program 
under which we are operating there, as you are no doubt aware, in- 
volves a reduction, as rapidly as it can be effected, in the number of 
troops that are under arms in Vietnam. We think there are too many. 
The problem is to absorb some of these people into the economic life 
of the country, where they will be productive, rather than to have them 
in an army which is unproductive and which, in any case, does not 
have the kind of tasks, I believe, which call for a large milit: ry estab- 
lishment. If there is going to be anything like a general war or open 
armed attack on Vietnam, then we must find the answer in terms of 
the mutual security treaty which we signed at Manila for ana st 
Asia. For the purposes of maintaining internal order and a sense 
of security, you need a different type and size of Military Establish- 
ment. The program that we are working on for Vietnam involves 
more emphasis upon meeting the economic ‘proble ms there and, in fact, 
less emphasis upon the purely military. 
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Senator Futsricut. This committee has been told that Japan and 
India, the two most important countries, are sort of the keystones to 
the security in that area. In each of those countries, is the military 
or the economic aspects ‘of the program the most pressing problem 
involved ¢ 

Secretary Duties. The economic. 

Senator Futsricur. Would you say economic aid in India is more 
important than military aid to India, and the same with Japan ¢ 

Secretary Duties. Yes, I would say that. 












































PURPOSE OF THE PROGRAM 











Senator Futsrieutr. I would be interested in your comment on an 
editorial in the News, the local News, which, as you know, is a Scripps- 
Howard paper. It is headed, “Let them ask us,” and it is referring 
to this hearing. I won’t read the whole thing, but the inference that 
they leave is that we should not offer aid to anybody. We ought to 
wait until they ask. Did you read that editorial ? 

Secretary Dutxes. No, I did not. 

Senator Futsrient. This is one thing it says. Itsays: 

Why not go to the old principle, Let Ruritania ask us for help? 


















































They are using that word generally, meaning any country. It says: 


The Ruritanian Government, then, would have to admit to its own people 
that it was seeking American aid. That would help counterbalance Commu- 
nist propaganda that the United States was playing dollar diplomacy for sinister 
purposes. It also would overcome the lack of awareness in many countries today 
that it is the American taxpayer who is helping Ruritania defend itself against 
communism. 

If Nehru were forced to ask the United States for help, maybe he would stop 
telling his people as he did only recently, that the West, especially the United 
States, is upsetting peace in Asia. Maybe he would remember Communist 
aggression in Korea, Indochina, and Tibet. 


















































Would you comment on that criticism of our program ? 

Secretary Duties. I would say, Senator, that the editorial or at 
least the portion of it which you read, seems to me to imply that this 
program is designed just to help other countries. 

This is a program which is designed to help the United States. We 
do not do anything at all here which we do not think is in the interests 
of the United States. If there isa result which we want to see achieved 
in some part of the world, which is in the interests of the United States, 
I believe the thing to do is to go out and get that result, and that we do 
not sacrifice the interests of the United States by, perhaps, a lack of 
interest or concern or disposition on the part of the other country to 
initiate the program. 

Now, the thesis that is suggested there would be entirely sound if 
all we were doing was acting here as a charitable institution, 

But what we are trying to do here is to do something which will help 
the United States. We look over the different areas of the world where 
we think the situation needs to be strengthened, and we think of what 
is the best thing to do to strengthen that situation in the overall interest 
of the United States, and then we try, as best we can, to produce that 
result. 

If you take that as your basic premise, then I think that putting 
these countries in the position of being beggars, you might say, is not 
the right approach. 
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We and our allies are working together for a common result. I do 
not think that that result is promoted by insisting that a friendly coun- 
try should, in a sense, become a suppliant for the opportunity to do 
something that we want to see done, just as much as it wants to have it 
done. 

Senator Futsricutr. Well, I think that is a very good answer. I 
agree that this editorial is ‘based upon a completely false assump- 
tion which many people have that we are, as the old critics said, 


“Uncle Sap.” It is not a charitable undertaking in any sense of the 
word, is it? 


Secretary Duties. No, sir. 

I would not want to say that there are not a few aspects of what we 
do abroad which are purely humanitarian. 

There are provisions, as you know, for the relief in the case of floods, 
disasters, and so forth, where the American people assist out of their 
venerosity to meet needs. But that is not the main purpose of the 
mutual security program. 

Senator Futsrient. Well, that is what I meant. I do not mean to 
say that we have never carried on charitable undertakings. We have 
in very large measure done so, but this program is not motivated in 
the first instance by charitable motives, is it? They may steal in here, 
but that is incidental to the main purpose, is it not ? 


THE DOLLAR SHORTAGE 


Senator Fu.sricut. In the same issue, just next to this editorial, is 


another editorial referring to a bill to increase the exemption for 

tourists, and it makes this statement, talking about dollars. It says: 
Besides the dollars they spend— 

that is, tourists— 


will come back to us promptly in the form of payment for American products 
of many kinds. The term “dollar shtortage’ means simply that other nations 
would like to buy other United States products than they can pay for in our 
currency. 

Yesterday there was debate for 12 hours on the reciprocal trade pro- 
gram, which, as you know, is highly controversial. There we are con- 
fronted with this so-called dollar shortage. 

Is it not true that a further reason which supports this program— 
although again it is not the primarw reason—is that unless we give 
some aid of this sort a very serious situation would be created with 
regard to the dollar balances in many of our friendly countries? Is 
that not true ¢ 

Secretary Duuixs. Yes; that is true; however, that is a subsidary 
reason, and not a primary one. 

Senator Fursrient. That is right. It is not the primary reason, 
but it is an important subsidary. Is it not true that since the last war 
somewhere in the neighborhood of $40 billion, $40 to $50 billion have 
been spent abroad in one form or another, loans or grants? That has 
had the effect—you have already mentioned it with regard to the 
Marshall plan, which is a very clear case—but in many other cases, 
in many other areas, has had the effect of enabling these countries 


to make purchases which were absolutely necessary for their survival; 
is that not true? 


Secretary Duties. It is. 
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Senator Fucsrient. So that this program, in addition to the pri 
mary purpose of defense and prevention of the spread of communism, 
also has a very great effect upon our own economy in the sense that it 
gives the pure tha ising power to these countries to pure ‘hase many of our 


produc ts, that is, our raw materials and manufactured articles; is that 
not true ¢ 


Secretary Dues. It is. 

Senator Futsrieutr. There would have been a great contraction of 
our own economy had we not carried on the aid programs that we 
have during the past 10 years ¢ 
Secretary Duties. Lagree with you. 







TECHNICAL 





ASSISTANCE PROGRAM 


Senator Futsricut. There is one other question that I would end 
with, and I do not know whether you care to comment on it, I thought 
it might be good for the record and for the reassurance of those of us 
particularly interested in this technical assistance program, especially. 

With regard to Mr. Hollister, would you care to comment on that 
or reassure us as to his attitude toward technical assistance ¢ 

Secretary Duties. I would say that Mr. Hollister is a gentleman 
whom I have known well and favorably for many years. He is, of 
course, well known, I think, to Congress where he has served. 

He isa lawyer of recognized ability and, with myself being a lawyer, 
I believe that the talents which a lawyer develops are readily transfer 
themselves from one field to another. 

He has had an appreciable amount of international experience. I 
have myself talked with him about this general program, and while 
he has no knowledge which would enable him to commit himself in 
any detail without more thorough study, he is sympathetic to the 
general plan, the philosophy of the mutual security program and its 
various essential aspects and I think he is well qualified to carry on 
the task which Mr. Stassen is laying down. 

Senator Futsrieut. Thank you, Mr. Secretary. 

That is all, Mr. Chairman. 

The CHATRMAN. Senator Smith ? 
SELF-DETERMIN ATION 


OF NATIONS 











Senator Smirn. Mr. Secretary, as you are aware, I have been a 
warm supporter of your policies on the military defense side. 

I have tried to divide up in my own mind the progress we are mak- 
ing on foreign policy, and it has seemed to me that the defense side 
has been necessary in order to protect against encroachment of evil 
forces. 

But, after all, the purely defense side is the negative side of our 
policy pie ture. 

Now, I look upon this mutual security program—and I am asking 
you if I am correct in my judgment—as an important positive side 
of what we are doing. 

We look back at the Marshall plan and the later developments, and 
now we are getting primarily, as your figures here show, into the area 
of the under developed countries, espec ially of the Far East and Middle 
East. If my experience in my trips abroad is sound, these people are 
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seeking freedom, independence, and self-determination, above every- 
thing else. 

They are coming into their own maturity; they resent colonialism, 
they resent imperialism, they resent any superimposed controls. 

The facts remains, however, that this group of countries probably 
contains two-thirds of the world’s population, and the struggle today 
is for them. 

Russia is penetrating them with all kinds of blandishments and 
promises and hopes. 

It seems to me that our problem very definitely is to see if we cannot 
meet. this aspiration they have for freedom, and do what we can to 
build up their ability for self-determination. 

Therefore, I am construing this the same way that Senator Ful 
bright is, it is not a charity job at all. We are way beyond that. 

We see in the freedom and inde »pendence of these people the greatest 
safeguard to the future peace of the world and, therefore, our policy 
is to do all we can to bring that about. 

I would just like to ask you if I am far off in my thinking there, 
and whether it ought to be qualified, because my next questions will 
le built somewhat on that. 

Secretary Duties. Senator, 1 would accept that as a very fine state- 
ment of the general purpose which underlies this program. 


PROGRAM OPERATED ON PARTNERSHIP BASIS 


Senator Smirn. Well, if that is true, then I would like to ask you 
this further question: Are we thinking in terms, as we did in discuss 
ng the Manila Treaty, of dealing with these people in a consultative 
way—not going to them and saying, “We are the great America, and 
we do this and that for you if you do certain things.” We are asking 
their cooperation with us on a partnership basis, with our advice and 
help and consultation, to bring about their self-determination and 
their freedom. 

Secretary Duties. Well, that is, generally speaking, the case; al- 
though, of course, you realize that in these matters we are not finally 
voverned solely by their own judgment of what they need from us. 

We have to screen what we think they need and to exercise some 
measure of independent judgment of our own as to what, in fact, will 
serve the purposes in mind. 

There might be, for example, a feeling in some quarters in that part 
of the world that their need can be satisfied by what might be called a 
very massive program of grant aid. I do not believe that is the case 
myself, 

I think that the situation in Asia does not lend itself to activities 
comparable to those, let us say, of the Marshall plan. 

In the case of the European recovery program, we were dealing 
with an area where the people were fully qualified and trained to 
operate in an industrial age; they had had and operated effectively an 
industrial plant which had been destroyed by the war, either physi- 

cally destroyed or the capital and resource for their operation had 
been destroyed. 

Therefore, there was a task there which was quite different from 
the task which confronts one in the problems of Asia where, in the 
main, there never hus been, except in faa, any appreciable degree of 
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industrialization; and where generally the people do not really know 
how to use a large modern industrial plant. The task of building 
there is inevits ibly a slow task, and it is not necessarily one where you 
will improve the situation by attempting to dump in a vast amount of 

noney all of a sudden, because you could not find really advantageous 
uses for it. It could create an inflation, and much of the money would, 
in fact, be wasted. 

I think one has to move slowly there. We do apply, and I think we 
should apply and will continue to apply, primarily through the 
screening of what has been the Foreign Operations Administration, 
a screening of these requests to be sure that the ones we approve are 
not merely the ones the people want but are those we think too, will 
actually meet the needs of the economy. 

What is needed, above all, in that part of the world is a greater 
exchange of goods. The countries are economically isolated from 
each other, and the problem of Japan looms very large in that situa- 
= 

Japan has an industrial capacity which is very considerable. It 
lacks the raw materials, and it lacks the markets, both of which exist 
elsewhere in Asia. The problem is to get these things working to- 
gether cooperatively. 

Perhaps the people in each country do not themselves see the op- 
portunities or the needs and how they can be met. Therefore, it is 
possible sometimes for us to look at this thing from a detached posi- 
tion and to see opportunities and means of realizing them, which are 
not accepted, perhaps, or understood so well by ‘the people them- 
selves. 

So we make a contribution. We are not just in the posture of doing 
what these people ask for. 

Of course we do not, on the other hand, operate in any way which 
infringes upon the sovereign equality of these states and of these 
peoples. That is a very important aspect to keep in mind. 

Senator Smrrx. Well, that is just the kind of an answer I hoped 
you would make to clarify that thought. 

But can we follow that up by using the word “partnership” as you 
do in your statement. Is it not the attitude of mind which you tackle ? 
We say, “You give us the benefit of your views,” and we o them 
the benefit of our experience. It cannot be said that Uncle Sam is 
going along in a grandiose way and looking down over his glasses and 
saying, “T his is the best for you.’ 

That, I fear, is a 6 7" bit in the minds of people I have talked 
with in the Far East. I do not think we intend to take that attitude, 
and I do not think we ever will. 


THE 





BANDUNG CONFERENCE 


That leads me to the next question I want to ask you, and that is 
with respect to the Bandung Conference. 

I recall when you were last in Manila, you sent a greeting to the 
Bandung Conference; the question was whether you approved it or 
not. You not only approved it, you sent a greeting to them. You 
also sent them, you reiterated, the terms of the so-called Pacific 
Charter which Mr. Magsaysay of the Philippines had presented to us 
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at Manila, and which we had adopted there. Your greeting to that 
conference was entirely favorable and, as I understand it, you wel- 
comed the Colombo group and that whole group meeting, as well as 
discussing these things without the presence of any other Western 
Powers. 

Could you comment just on the Bandung Conference and the way 
you feel it worked out ? 

Secretary Duties. The United States has always taken a sym- 
pathetic attitude toward the Bandung Conference 

As you recall, Senator Smith, at the Bangkok Conference, which 
was the conference which started to implement the Manila pact, we 
sent a message of greeting and welcome to the Bandung Conference 
which was to meet a month or two later on, and expressed the hope 
that they would be able to further the achievement of the results 
which were set out in the Pacific pact which, you also recall, was the 
inspiration of President Magsaysay of the Philippines. 

I have always felt that it would serve a very useful purpose if the 
Asian peoples got together, and I have not been afraid of contact of 
the Chinese Communist Chou En- lai with the free Asian peoples. 

I felt that would probably exercise a restraining influence upon 
him, and he would realize that the free peoples of “Asia are against 
the kind of policies which he has been pursuing up to the present time, 
policies of violence. 

Therefore, we have hoped very much that there would come out of 
that conference a larger measure of pacificism on the part of the 
Chinese Communists and less belligerency. 

You may recall that when I was in Augusta with President Eisen- 
hower on the day when the Bandung Conference opened, the Presi- 
dent then, through me, made a statement expressing the fact that he 
hailed the convening of the Bandung Conference as a conference 
which would tend to promote peace and freedom for the peoples of 
Asia. 

At that conference, the free nations did take a line of opposition 
not only to Western colonialism, but also the Soviet type, Commu- 
nist colonialism. 

They expressed the hope that the United Nations would bring into 
its membership some nations that had been vetoed by the Soviet 
Union. That result—both of those results—I emphasize were ac- 
cepted by the Chinese Communist. They refrained from urging, as had 
been sought, the admission to the United Nations of Outer Mongolia, 
which was one of the projects of the Soviet Union. 

They did not say a word about the possibility of the Chinese Com- 
munists being brought into the United Nations. They dropped the 
slogans which have ‘had the Communist i imprint on them, such as co- 
existence and the five principles. 

They talked in fresh terms that are free of any Communist propa- 

ganda implications and above all, they impressed strongly upon the 
Chinese Communists not to continue to seek to resolve their problems 
and to achieve their ambitions through the use of force and violence. 

I feel that what came out of this Bandung Conference was ex- 
tremely satisfactory from the standpoint of free peoples, and that 
what did take place there is an added proof, if proof were needed, of 
the soundness of the projects in the present plan which relate to that 
area of the world. 
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Senator Smirn. There is another conference that has been called. 
which is Simla, in India on the 11th of May. A lot of free countries 
have been invited to discuss the fund that may possibly be available 
from our mutual security program. 

Now, we can welcome their getting together, I assume, to discuss 
those things, and I assume we will have observers or participants there 
to discuss matters with them. But would you care to comment on that 
conference / 

Secretary Duties. There is some misunderstanding, perhaps about 
that conference. 

It is not, as we understand it, a conference which will in any way 
try to divide up prospectively what they may hope to get from the 
United States. We would not think it was wise S any such effort 
to be made. I do not understand that that is the purpose of the con- 
ference, and we would deplore it if it were the purpose of the con- 
ference, because, in the first place, nobody knows what the United 
States’ aid is going to be. That is a matter which the Congress is 
going to decide, and it has not yet decided. 

It would be, I think, both incorrect, as a matter of international 
procedure, and unwise for these countries to get together and try to 
decide among themselves how they are going to div ide up funds from 
the United States. which are not yet even in being. 

However, there are a good many aspects of the situation which they 
can usefully talk about together. Practically two aspects, I would 
say: One, of improving the Secretariat facilities, the technical facil 
ities of the so-called Colombo plan which I referred to briefly in my 
opening statement; and, secondly, the problem of increased trade 
and economic cooperat ion among the mselves. 

| think it is significant that as far as we now know probably both: 
Japan and India will be present. Those are the two big economic 
units of the area, and as they begin to talk and plan together, there 
may come out of it, we hope there will come out of it, ideas as to how 
these countries can better help themselves. That aspect of it we are 
very sympathetic to. 


DIRECT-FORCES SUPPORT TO INDOCHINA 


Senator Smrrn. Mr. Secretary, I want to ask you a question about 
Indochina. Last year we appropriated some $700 million for direct 
forces support. The question is how that. fund, in the light of devel- 
opments, has been utilized? How a of it is left over? Then a 
further question is that the Geneva Agreements demand neutrality 
on the part of Vietnam, Laos, and C ambodia. That being the case, 
how can any further military assistance be profitably utilized in 
Indochina ? 

In other words, what happened to the large appropriation we made 
last year, what is left over, and how, in the light of the Geneva agree- 
ments, can we use further military aid in that area? 

Secretary Duties. None of the $700 million will be left over. At 
the present time there is only a small amount, I think $25 mililon to 
$30 million left over. That will be gone by the end of the year, That 
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has gone through commitments which were made obligating the funds 
during the year. 

The $700 million has gone to help maintain the forces of Vietnam. 
Laos, and Cambodia, whom since the first of the year we have been 
paying direct instead of channeling the funds through French author- 
ities, which was the case heretofore. 

We made some contribution to the maintenance of the French Ex- 
petitionary Corps in Indochina, and in ways which I cannot ade- 
quately go into here in detail, but will be available to the committee. 
That money has all been spent or obligated. 

There has been, of course, a very heav y unexpected burden in terms 
of meeting the refugee situation. In the neighborhood of 800,000 
people have so far fled from northern Vietnam to southern Vietnam, 
and the handling of that refugee problem has thrown a very consid- 
erable burden and expense upon the funds to which you refer, That 
had to be absorbed almost entirely by the United States. 

The program for the future involves roughly, as I recall—I think 
some of this information that you ask for is classified, and I would 
rather not, perhaps, testify as to the breakdown of what we have in 
mind for the future at a public hearing. 

It does involve, generally speaking, the support of forces at a modest 
level—I have already referred to the fact we were cutting down some 
what—at a modest level in the three States of Viet-Nam, Free Viet 
Nam that is, Laos and Cambodia, a certain amount of economic aid, 
assistance in resettlement of refugees and the like, I think it would 
be unwise for me to attempt to go into a further breakdown at the 
present time. 

Senator Smiru. I recall in the Manila Treaty we added a protec- 
tive clause for Laos and Cambodia. 

Secretary Dunies. Yes. While those three countries themselves 
are not members of the Manila Pack because of the limitations placed 
upon them by the Geneva Armistice, the areas of those countries, the 
territory of those countries, are included within the treaty area which 
is to be defended. 

Senator Smiru. Does this mutual security program of ours then pro 
vide for possible follow-up of the Manila Treaty in case there was 
trouble? Are we supposed to be covering that or is that one of the 
questions you would rather not answer / 

Secretary Duiies. Well, it does cover the situation to the extent 
that it provides what we hope will be deterrents to invasion and pre- 
ventives to subversion. 

Of course, we do not provide the funds which would be required if 
there were a war in the area. 

Senator Smrru. That would require further action, of course. 

Secretary Dues. Yes. 


COMMUNIST DEVELOPMENT 


Senator Smiru. One final question, Mr. Secretary: | am advised 
that last November Mr. James Reston of the New York Times made 
the following statement in one of his articles, and I would like to 
ask you to comment on this, whether you would agree with it. 


Asia, as a whole, is watching the efforts of the Chinese Communists and of 
the Indians and other democratic countries. The fear here is that the other 
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Asian countries will eventually follow the lead of Peiping and Moscow if they 
can demonstrate that they are able to develop their countries faster than the 
democracies. 

In other words, the speed of development seems to be an issue from 
this statement of Mr. Reston’s, and the fear that the Red countries 
may get ahead of us. 

Secretary Duties. Well, I do not think that we have to meet the 
pace that is being set by the Communists in relation to capital 
development. 

As I pointed out in answer, I think, to a question by Senator Ful 
bright, the Communists, through their abuse of human liberties and 
their disregard for human freedoms, and through their treating people 
as virtual slaves, can produce results of a kind which free peoples can 
not equal under conditions of freedom and of choice and decent re- 
gard for human welfare. 

Therefore, I do not think we can meet necessarily that particular 
pace that may be set. 

You know, despots have always been able to achieve a certain type 
of result which free men do not achieve. We admire the Pyramids of 
Egypt, but we do not think of the human suffering and the human 
bodies under the lash which paid for that great work. 

[ would hope that we would not try to duplicate that type of thing, 
and we do not have to duplicate it, in my opinion, in the countries of 
Asia, 

We do have to have some kind of a program so that there is a sense 
of motion. We do not necessarily have to match in every respect what 
the Communist people are doing. 

Senator Smiru. Mr. Secretary, then, is it fair to say that the mutual 
security program which you are advocating is a very definite part of 
our whole program, not only for the gener ral peace of the world but 
for the security of our own United States? 

Secretary Duties. Yes, sir. 

Senator Smirn. Thank you. 

Thank you, Mr. Chairman. 

The CuarrmMan, Senator Humphrey ? 


DEFENSE 





SUPPORT 


Senator Humpnurey. Mr. Secretary, as I understand it, out of the 
total funds requested, about 50 percent is direct military and 25 per- 
cent is what you call defense support. 

Defense support is a type of economic assistance. Would you be 
kind enough to fortify the record here, not only for the members of 
the committee but the general public, as to what is meant by defense 
support ? 

Secretary Duties. A defense support figure for a particular country 
is, first, a figure which is arrived at which measures the difference be- 
tween what that country can afford to sustain by its own efforts in 
the way of a military establishment, and that which we think, in the 
general interest, ought to be in that particular locality at that time. 
For example, X country says, and we agree, because there are for- 


mulae which are gene rally reliable, that ow e annot maintain unaided 
more than 10 divisions.” 
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Now, if we want that country to have 12 divisions, then there is an 
ditional economic burden involved for the country which it cannot 
istain. So this additional burden stemming from the cost of the 
xtra two divisions has to be covered by that type of aid that is called 
defense support. 

Once we arrive at that approximate aid figure, then the question 
omes up as to how that defense support aid can be given in a way 
vhich is most productive to meet the needs of a partic ular country. 

It may be done in terms of helping to build a fertilizer or an am- 

nunition plant or it may be in terms of a water development or a 
oad system. It can take any one of many forms, de »pending upon the 

conomie situation of the particular country in question. 

In other words, the defense support, when it is given, takes the 
form which the experts judge will best help the economy of the 
ountry. It may possibly be straight budgetary aid to help meet 

irect military expenditures, although even in that case, because 
what we make available are dollars and not merely local currency, 
there comes a problem about how the dollar can best be spent to 
idvantage. 

Now, there is no single pattern but, perhaps, what I have said indi- 
cates roughly how we go at it. 


COMPARISON OF DEFENSE SUPPORT AND MILITARY ATID 


Senator Humrnrey. I think this is important to know because when 
you look at the broad figures of the requested authorization, you can 
see 75 percent of it related to military, as stated in your own state- 
ment, 

By direct military aid and defense support there is made available for the 
defense of the free world far larger military forces than would be available if the 
same amount of money was spent on our own military. 

In this, of course, I concur. I feel very strongly that the military 
ud we do extend yields extraordinarily good dividends in terms of 
security. 

But I wonder, Mr. Secretary, what the proportion of funds in this 
tem called defense support, which is not new in this authorization, but 
which we have had other times, is really directly related to the military. 

I have been led to believe that a substantial portion of the defense 
support money does not go into such things as the fertilizer plant or 
reclamation project, but is related to the direct operation of the mili- 
tary forces. Isthat the case or is it not? 

Secretary Dunues. I would say that—I do not have the precise 
figures in mind—but in some cases it is, you might say, straight 
budgetary contribution to enable the countries to actu: lly meet mili- 
tary expenditures. 

I might say, Senator, that the great bulk of that item is covered by 
four situations: Korea, which is the biggest single one, Turkey, 
Formosa, and Pakistan. And then, to some extent, Vietnam would 
fall in that category, perhaps. 

Those are the countries in which there are being maintained military 
establishments which, I think, demonstrably are bigger than the 
countries could afford to maintain without some help. 

Now, the form in which that help takes in each case I think can 


be described to you by the experts. I do not recall them myself, but 
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it often takes a form which, on the surface, at least, seems more or 
less unrelated to the military establishment itself. 

But the purpose—we go at it always from the standpoint, first, of 
what it is needed for the military establishment; then we examine 
the budget of the country in question to satisfy ourselves that they 
cannot maintain that military establishment without some assistance 
from abroad, and decide how much that assistance we think has to be, 
and what is the best form in which that assistance can be provided so 
as to produce the maximum economic benefits. 

If we did not spend the money to the best economic advantage we 
would have to spend, perhaps, more money than necessary. 

For example, in some cases it may be more important to build a 
fertilizer plant than it would be to import fertilizer. 

You have a situation where a certain number of people are with- 
drawn from economic productivity because they serve in the army. 
How do you offset that loss of productivity ¢ 

Well, one way to offset it is to give fertilizer to the people who are 
left, so that they, with fertilizer, can grow as much food as could 
be grown if these people in the army were back tilling the soil. 

Then you have to decide that if you want them to have fertilizer 
what is the best way to get it to them. Should we ship fertilizer from 
the United States or should we ship the equipment for making a fer- 
tilizer plant, assuming they have available the raw materials? And 
it ends up with some conclusion of that character. 


BREAKDOWN OF DEFENSE SUPPORT FUNDS 


Senator Humpurey. I think it would be very helpful if we could 
get a breakdown of percentages and in some general categories as to 
the defense support funds and how they are used. 

I mention this, Mr. Secretary, because there is a great difference 
of opinion as to the kind of aid we ought to extend, and some people 
are even of the opinion we ought not to extend any but I am not one 
of those. There are those who emphasize the importance of economic 
aid—economic aid that leads to increased productivity and increased 
economic stability. 

This is particularly true in the Asian areas and I, for one, would 
be very interested in finding out what part of that 25 percent of this 
total authorization that is itemized as a defense support category 
really goes into what you might call civilian economic productivity 
and not dollar outlays for the payment of troops. 

I recall a couple of years ago under our assistance program with 
Britain relating to NATO forces, that we did give some economic 
defense support there. I know we did it in other countries where 
the impact upon the economy was rather heavy. 

Secretary Dues. It is impossible to give any precise answer which 
separates defense support funds into categories of civilian economic 
productivity as against outlays for the payment of troops or for other 
direct military expenditures. 

Programs within this classification are designed to support the mili- 
tary efforts of certain countries which are receiving military assistance. 
Such support involves in general the provision ‘of supplemental re- 
sources which a recipient country requires if its s economy is to support 
a defense program of the size which the United States regards as neces- 
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sary and desirable and if, at the same time, it is to maintain or attain 
i level of economic strength or both which is consistent with the United 
States national interest. The primary policy reason for defense sup- 
port programs is the attainment of military objectives rather than the 
extension of any economic benefits which may also accrue to the recip- 
‘ent nation, although it is recognized that the latter and the former are 
closely interrelated in terms of the mutual secur ity objectives for any 
given country. 

A major portion of defense support assistance consists of the im- 
portation of salable commodities. The local currencies derived from 
the sale of those commodities are thereupon channeled into meeting 
he budgetary requirements of the countries concerned. In most cases, 
t is impossible to trace these local currencies into any specific sector of 
country budgets, although it is obvious that the general strengthening 
of the budget permits the undertaking of both essential military sup- 
port and economic development expenditures which would not other- 
wise be possible. Industrial machinery provided to the Turkish econ- 
omy, for example, generates counter part local currency for use in meet- 
ing the costs of paying troops or irrigating new agricultural lands. 
At the same time the machinery adds to the industrial capacity of the 
economy. If it is machinery for a cement plant, the increased pro- 
duction might go into construction of military airstrips, civilian hous- 
ing, joint defense-civilian highways or cement for export. ‘Thus for 
both the primary purpose—generation of local currency for the bud- 
vet—and the secondary purpose or method of providing assistance— 
adding to industrial capacity—the net military and economic position 
of a country is strengthened. 

In certain countries, there is a specific earmarking of local currencies 
derived from the sale of commodities under the defense-support pro- 
gram for military-support projects. In the pooponed program for 
Iran, for example, it is estimated that some $1714 million of budget 
support assistance will provide for the generation of local currencies to 
be used in specific military construction for support prouents which 
have been agreed to by our military mission and the Government of 
Iran. In the case of Cambodia, Laos, and Vietnam, roughly $192 
million of local currencies derived from defense support assistance 
is used for direct costs of the military establishment, including the pay 
of armed forces. Earmarking of this kind, however, may serve to 
free other resources of the country, both local currency and foreign ex- 
change, for economic development. 

Defense support assistance is also furnished in the form of needed 
equipment and services for specific economic purposes. These proj- 
ects, such as the construction of fertilizer plants, communications net- 
works, etc., are of direct benefit to the economy of the countries con- 
cerned, and thus help to build the economic strength upon which their 
military efforts must be based. But as in the instance of a proposed 
powerplant i in Korea, electricity provided from this capacity may di- 
rectly supply military installations, or at least free up power for mili- 
tary use elsewhere. In this comingling of assistance and resources al- 
ready existing there can be no authentic determination that this type 
of defense support goes on the one hand, for economic productivity and 
on the other for troop support. Projects involving the importation of 
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equipment and services for projects which are directly designed to 
strengthen the military establishment, such as arsenals, barracks, and 
military airfields are financed from other parts of the mutual security 
appropriation. 

Because of the difficulties in matching segments of this type of as- 
sistance with specific end results in either the military or economic 
spheres, the Congress in the course of the fiscal year 1955 mutual se 
curity program presentation expressed a preference for classifying 
economic support to countries receiving military aid as defense sup- 
ort. Thisclassification avoids an unrealistic fragmentation of a total 
integrated assistance program which is not logically separable into 
natural components. The fiscal year 1956 program has been developed 
and presented under this same concept of defense support. 


REGIONAL DEVELOPMENT 


Senator Humpurey. Now, Mr. Secretary, on the breakdown of the 
items in your prepared statement, you say: 

The remaining 25 percent, or $812,500,000, is designed for programs unre 
lated to military purposes. The principal items are: $337 million for economic 
aid to Asia, of which $200 million is for a special fund for regional development 

There has been a good deal of newspaper comment about this $200 
million fund. You say it is for regional development. Who decides 
what goes on in that particular region and how these funds are used 
for development purposes? And, may I also say, how do you deter- 
mine a region ¢ 

Secretary Dutxes. “Region” has been broadly described as the area 
which runs from the Western Pacitic to India into Pakistan; Afghan- 
istan is also included in that area. It runs up to what is commonly 
called the Middle East. 

The decision as to how to use that will be made by the President in 
the light of the advice that he gets from, I suppose in the first instance 
it may come, it may originate with, the Foreign Operations Admin- 
istration, and the Department of State. 

There is also an economic commitment which is under the chair- 
manship of Mr. Dodge, and I imagine that these programs will be of 
interest to it. 

It is requested in terms of a flexible fund for the reason that it is 
not easy to see in advance precisely how that money can be spent to 
best advantage. 

It may be, for example, that such a program as I suggested might 
come out of a meeting between the Japanese and the Indians who 
would indicate that the best way to promote a given result would be 
to provide the Japanese with a fund which they, in turn, could use 
for the manufacture of goods and their disposal on fairly liberal credit 
terms to India which would, in turn, mean the building up of, let us 
say, an irrigation project or a fertilizer plant or something of that 
sort in India. 

It might be that the fund could better be given to the Indians to 
enable them to buy Japanese goods. 

But whether you prime it at one end or the other is something which 
is not easily determined in advance. Therefore, the President sug- 
gested to the Congress that the fund which is, after all, not a huge fund 
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things go nowadays, should be subject to his discretionary use in 
iis area, The expectation is that the entire fund will not necessarily 
, spe nt ina single year. It might take 2 or 3 years before that fund 
: spe nt. I think he is requesting authority to spread the expenditure 
ver more than the coming fiscal year. 

Senator Humpnrey. Then there would be $137 million left over 
at were earmarked funds, you might say ‘ 

Secretary Duties. That would be on a country basis. 

Senator Humrurey. On a country basis. 

Secretary Duties. Yes, sir. 


CONTINGENT FUND FOR TILE PRESIDENT 


Senator Humpurey. For technical cooperation $172 million, and 
then your next sentence 1s: 


$100 million is designed as a contingent fund for the President. 


ls that $100 million out of that $172 million or is that over and 
bove that ? 

Secretary Duis. No, that is over and above. I think there has 
been in the past, has there not, transfer authority that does not call for 
ictual new appropriations. 

Senator Humpurey. Mr. Secretary, do I understand that under t] 
authorization— 

Secrets ry Duties. At least that has been the case in the past, 

I am told that it is requested that $100 million be ac tually appro 
priated this year. 

FLEXIBILITY 


Senator Humpnrey. Do I understand that the authorization also 
alls for an increase in the flexibility of from 5 to 10 percent of the 
total authorization ¢ 

Secretary Dutzes. No. The request in that respect is the same as in 
the past. 

Senator Humpnrey. What is the actual percentage then’ Is that 
the 5-percent flexibility ¢ 

Secretary Dunes. It is a very complicated formula. The formula 
is so complicated that I am sure I cannot state it accurately. But it 
oe as I understand it. a possibility of a 10-percent tr ansfer out of 

he spec ific approprit ations, but that you cannot in that way increase 
the recipient’s fund by more than 20 percent. I think that there are 
also some restrictions as between the ditte ‘rent headings of appropria- 
tions. 

It is quite a complicated business but, roughly speaking, the 10-per- 
cent figure that you used is, I think, the correct figure rather than the 5 
percent. 

Senator Humpnurey. That was my understanding. 

My concern about this, Mr. Secretary, is that there seems to be 
growing tendency to put more and more of the total authorized funds 

into what you might call a flexible or a contingent-fund basis, and less 
and less of the funds into specifically designed programs that are well 
prepared and documented and brought before the committee for out 
review of our consideration and ultimate agreement. 
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I have had some concern about this even in the breaking down of 
titles under the bill. At one time, you may recall, Mr. Secretary, the 
amounts were designated country by country; then later on they were 
made into functional amounts. I mean, we put them into broad cate- 
gories under activities, and I believe that is still the format that is 
used. 

Now, as I understand it, it is possible in this bill to have approxi 
mately $600 million or about one-sixth of the total authorization, in a 
flexible fund that is subject to unlimited executive use and direction ; is 
that about right? 

Secretary Duties. The breakdown of that would, I think, indicate 
that there is not quite the degree of flexibility that you would suggest 
in the sense that the absolutely free use would apply only to the $100 
million. 

Then there is the $200 million, as to which there is flexibility within 
the Asian area that I referred to. 

Senator Humpnrey. The region. 

Secretary Duties. The region. Then, as to the rest you can take 
from one project, but only for the purposes of giving it to another 
approved project. In other words, you cannot use it for projects 
which have not been presented to and approved by the Congress. 


THE NEED FOR FLEXIBILITY 


Senator Humrnrey. That is correct. 

But under your request, Mr. Secretary, you do not request project 
by project. You request, do you not, by functions; in other words, 
military assistance, economic, defense support. It is not country by 
country, it is program by program or category by category. 

Secretary Duties. Yes. 

In fact, there is a justification before the Congress which we regard 
as very persuasive. 

Where we depart appreciably from the justifications, even though 
the justifications are not actually reflected in the mandatory provisions 
of law, we do usually consult with the members of the Appropriations 
Committee and the Foreign Relations Committee to satisfy ourselves 
that there is no serious oposition on the part of the Congress as far 
as it can be ascertained. 

But I would in all frankness say that in my opinion the utility of 
the act does require a considerable measure of flexibility in it. 

Situations arise which cannot be contemplated. These things often 
do come up very unexpectedly, and sometimes the most important 
things are things which cannot be anticipated. 

While I, myself, feel that it is quite important that the Congress 
should be fully apprised of what is in our minds in asking for this 
sum as far as we can foresee the future, it has to be understood that 
some of the need we foresee will not arise or not be as acute as we 
anticipated, and that other needs which we did not foresee or which 
we did not foresee as acute, will become acute. 

Now, sometimes this matter is dealt with through the appropriation 
of funds as capital to an institution like the Export-Import Bank, 
which has certain loaning facilities along broad policy lines. 
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In that case, of course, the management of the institution have a 
‘omplete discretion within the broad principles that are outlined. 

In this case, there is an effort to acquaint the Congress much more 
fully than in that case as to what—much more precisely as to what— 
the cases are that we have in mind. But I do believe that there is a 
legal doctrine, with which you are familiar, called the doctrine of 
cy pres, I think, which means that if you do give money for a charit- 
ible purpose and that patricular purpose does not turn out to be as 
available, that the courts can authorize the use of the money for some- 
thing that approximates what was the presumed intent of the testator. 

Now here the testator is, in effect, the Congress. 

We can come back and check in with the Congress informally, 
which we do. We try to keep as close to Congress as we can in these 
matters. But I would urge that recognition be given by the Congress 
to the need of consider: able flexibility. 

You take the situation like Guatemala which happened un- 
expectedly. Well, we had to provide suddenly more money for Guate- 
mala than had been estimated. 

[ran produced an emergency situation; and, as I say, often the 
needs are most acute in situations which cannot be foreseen. 

Senator Humpurey. Mr. Secretary, I have no doubt about the neces- 
sity of some flexibility. I think it is all a matter of proportion, and I 
think this is a matter that necessitates some scr utiny. 

Secretary Duties. Yes. 


AID TO SOUTH AND SOUTHEAST ASTA 


Senator Humpnrey. What countries in South and Southeast Asia. 
Mr. Secretary, now participate in the mutual security program, and 
receive direct technical, bilateral technical, assistance / 

Secretary Duties. Thailand, Cambodia, Laos—— 

Senator Humpnrey. What kind of assistance do they get? Is that 
economic assistance or technical ? 

Secretary Duties. They are receiving, I think, both economic and 
technical; Indonesia gets technical assistance. 

Senator Humpnrey. Under a bilateral agreement ? 

Secretary Duties. Yes. 

Senator Humpnurey. Do we offer Indonesia economic assistance, 
Mr. Secretary / 

Secretary Duties. Just technical cooperation at present. 

Senator Humpurey. I have here in my hands an article that was 
published in the New Leader, entitled, “Red Threat to the Indo- 
nesians.” It is the second article, following one entitled, “Indonesia 
in Peril.’ 

I was wondering, under the operations of the Foreign Operations 
Administration, and now under your contemplated program, what the 
evaluation was of the Department relating to Indonesia. Why is eco- 
nomic aid not forthcoming, and what are the plans for the future? 

Secretary Duties. I would prefer, Senator, to respond to that some- 
time in executive session. 

Senator Humrurey. We will want to go into that. 

Do we have a mutual security arrangement with Burma? 

Secretary Duties. No. 
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Senator Humpurey. It is Burma then and Indonesia which are the 
two countries in the south and southeastern Asian area with whom we 
do not have direct mutual security relationships? 

Secretary Duties. Yes, except as I earlier indicated, a technical 
assistance arrangement with Indonesia. 

Senator Humpurey. Do we have one with Ceylon ? 

Secretary Duties. No; we have none with Ceylon, but I do not in- 

clude Ceylon as Southeast Asia. 

Senator Humpurey. Well, I said south and southeast. 

Secretary Duties. Excuse me, I thought you said southeast Asia. 
We do not now have one with Ceylon. 

Senator Humpnrey. What is the problem there, Mr. Secretary ? 

Secretary Duties. With Ceylon? 

Senator Humpnrey. I mean Burma, Ceylon, and Indonesia?’ Isita 
political problem of relationships with the governments? 

Secretary Dutxes. In the case of Burma it is primarily an internal 
political situation where they prefer to be free of even any implied 
obligations to the United States. 

In the case of Ceylon there is a problem which arises with some mis- 
understanding under the Battle Ket of a shipment of some rubber to 
Communist countries. That is a problem we are working on, and it 
may be that it will be solved. 

Now, what was the other country you mentioned / 

Senator Humpnurey. Indonesia. 

Secretary Duxues. In Indonesia we have a technical assistance 
program only. There are reasons why we have no more than that, 
but I’d prefer not to give those reasons here. 

Senator Humpnrey. Well, surely Burma and Indonesia are critical 
countries, I mean in all developments in the south and southeast Asian 
area, they are countries about which I have been deeply concerned. 

[ notice that the Prime Minister of Burma is coming to the United 
States in the month of June; is that correct? 

Secretary Duties. We look forward to having him here. I visited 
him last March, and at that time invited him to come to this country. 
We are glad to know he has accepted that invitation. We look forward 
to his being here in June. 


LOANS INSTEAD OF GRANTS 


Senator Humpnrey. Mr. Secretary, have you given thought to a 
new type, a more generous type of loan progr: am—long-term loans at 
low rates of interest to some of these countries ? 

Secretary Duties. Yes; we have. 

You will recall that this year’s act requires that the $200 million 
should be given in the form of loans, and that will have been done. 

[t is not easy to bring about the acceptance of loans in lieu of grants. 
It, of course, raises problems of a fiscal and budgetary character for 
the countries in question. But we have made, I think, pretty good 
progress this year in moving from the grant concept to the loan con- 
cept in a good many Cases. 

Senator Humrnrey. What are the terms of those loans? 
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Secretary Duuues. I have a feeling myself that possibly we could 
make the loons on somewhat of an even softer basis, and have more of 
them. 

It is a problem, however, as to how soft you make them, and if you 
have different categories of loans, then it raises problems as between 
the different countries as to which type of loan they take. 

Chere has been sort of a standardization of the loan formula under 
which we will have put the $200 million this year. It is a loan which 
can be repaid in terms of local currencies. 

Of course. that alone is not a complete protection because if you use 
the local currencies to buy goods which otherwise would be exported 
for fresh money, you interfere with your country’s economy. 

One or two countries have hesitated to accept assistance in the form 
of loans for fear that we will abuse, perhaps, the local currency posi- 
tion which results from it. 

[ think that that procedure is gaining in acceptability, and while I 
do not think we could stand a very large increase in the compulsory 
sum that we are required to loan, I do think that some further progress 
can be made along that line. 

Senator Humpurey. I have been led to believe by economic con- 
sultants that have been in some of these south and southeast Asian 
areas that loans were much more politically palatable and desirable 
than grants. 

There is a sense of self-pride, and also a sense of nondependence, so 
to speak. The desire is, as has been expressed to me, if we make a 
loan arrangement that is sufficiently long-term at a reasonable rate 
of interest, that we may very well be able to accomplish what we are 
now unable to accomplish in some of these areas because of their un- 
willingness to accept grants under a mutual security arrangement. 

[s that possibly the case in Burma, Mr. Secretary ? 

Secretary Duties. I would doubt it. 

Senator Humpurey. Would you like to look into that ? 

Secretary Duxies. Yes; I will look into it. We can discuss it 
further when the Prime Minister is here. 

Senator Humpurey. It has been indicated to me, sir, that it was, 
and I have been concerned about that country with its 18 million 
people and 1,200 miles of common frontier with Red China. 


THE COLOMBO PLAN 


Now, one other question, Mr. Secretary, about the Colombo powers. 
There is reference in your statement to them, and there is also a ref- 
erence to our coordination or our relationship. 

Just what is our relationship, except one of a friendly attitude. 
What is our relationship formally with the Colombo powers under 
this or any of these economic programs ? 

Secretary Dutxes. There is a distinction to be made between the 
Colombo powers in the sense which that word is often used, and the 
members of the Colombo plan. 

Senator Humpnrey. Let us refer to the Colombo plan. I would 
like to restrict it to that. 

Secretary DuLiEs. Yes. 

The Colombo plan is an association in which there are now repre- 
sented virtually ell of the free Asian countries, and also certain 
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Western countries which have substantial interests there, with the 
exception, I think, of France which is not a member of the Colombo 
plan, but the United Kingdom is, Australia and New Zealand and 
Canada are, the United Statesis. There tends to be a certain unfortu- 
nate identification of the Colombo plan with the Colombo powers. 

In fact, the members of the Colombo plan are what, 17; are they 
not ¢ 

They meet frequently. Last year they met in Ottawa. The Co- 
lombo’ plan has no distinctive identific ation either with Ceylon or 
with the five powers which ordinarily are referred to as the Colombo 
powers. 

It isa forum where the economic people, the finance ministers and 
so forth of these countries, some of which are the needy countries and 
others are countries which, perhaps can help them, get together and 
examine various pr ojec ts. 

Recently, at this last meeting that was held in Ottawa, the Japanese 
were brought into the Colombo plan. That was a very important addi- 
tion because we feel that Japan has a very important economic prob- 
lem, and one which can best be solved by their relations with other 
Asian countries rather than by a situation where the United States 
has to take vast quantities of Japanese goods that we may not want. 

These goods are wanted elsewhere. Through the associations of 
the Colombo plan, I think they will find useful, ‘helpful, economic out- 
lets for their goods. 

Senator Humpurey. Do we try to integrate or coordinate our eco- 
nomic activities in that area of the world with the programing and 
planning of the so-called Colombo plan nations? 

Secretary Duties. Yes. We ourselves are a Colombo plan nation, 
and we attend these meetings regularly. We do try to coordinate our 
own economic planning for the area with the thinking of others, as 
exhibited at that meeting. 

Senator Humpnrey. If Mr. Stassen is going to appear before the 
committee I shall hold back a question I had on offshore procurement 
relating to the Hawker-Hunter and French Mystaire planes which we 
discussed some time ago. 

I have an addendum here. There has been a good deal of comment 
about the India steel plant, that million-ton-capacity steel plant, that 
India was contemplating the construction of. I gather India is still 
in the process of formulating its design plan. 

Why was it that we were unable to be of assistance to India, Mr. Sec- 
retary, in the fulfillment of that project ? 

Secretary Duties. I cannot answer that question, sir. I will have to 
ask you to put that up to Mr. Stassen. Iam sure he can. 


INTERNATIONAL COOPERATION ADMINISTRATION 


Senator Humpnrey. Senator Fulbright asked you this morning 
about Mr. Hollister who, I understand, ‘will be an assistant to you or 
consultant to you, Mr. Secretary ¢ 

Secretary Duties. Well, he will be a consultant to me until the 
changeover takes place on June 30. 

At that time, if the Senate gives its consent, he will become the 
Director of the new organization which is going to be given a different 
name. I forget what they are going to call it now. 





MUTUAL SECURITY ACT OF 1955 37 


e 


Senator Humpurey. Do we nn to change all these names now? 

Secretary Duties. It seemsso. I do not know why. 

Senator Humpurey. I have here a New York Times’ story this 
morning date-lined Thursday, May 5, which reads as follows: 


President Eisenhower said today that he has no personal assurance that John 
B. Hollister was in favor of the foreign-aid program he was recently chosen to 
direct. Asked at his news conference today the President answered, “No, that is 
personally, no.” 

Now, Mr. Secretary, I gather that you have made this recommenda- 
tion for his appointment; is that correct ? 

Secretary Duties. Yes, sir. 

Senator Humpurey. Has he given you a personal assurance of his 
support of the foreign-aid program ¢ 

Secretary Duties. Yes, sir. 

Senator Humpnrey. Have you consulted with him in reference to 
the technical-assistance program ? 

Secretary Dues. No. 

As I think I said earlier, perhaps in response to a question from 
Senator Fulbright, we talked over the program as a whole, and I know 
he is sympathetic to the objectives of the program, as a whole. He 
did not want to commit himself to details of a program which he is 
not familiar with, and I did not attempt to pin him down on any 
particular aspect of the plan. 

Senator Humenrey. What will happen to the field organization of 
the Foreign Operations Administration, Mr. Secretary, when this 

changeover takes place? Will it be disrupted ? 

Secretary Dutues. I believe not. I think it will continue much 
as at present. There will have to be some changes made to reflect the 
prospective transfer of some of the functions to the Defense Depart- 
ment; but, in the main, I would expect that the field organization 
would continue much as at present. 

Senator Humepurey. Has Mr. Hollister been associated with this 
program prior to this announcement ? 

Secretary Duties. No. 

Senator Humpurey. What has been his most recent international 
experience that would indicate his qualifications for this particular 
assignment ? 

Secretary Duties. I think his most recent work in this field was 
in connection with UNRRA where he acted in the Netherlands as the 
administrator of the UNRRA agency. That was in 1945-46, I 
believe. 

AID TO INDOCHINA 


Senator Humrpurey. Mr. Secretary, will we get a breakdown of 
how the funds have been used in Indochina? TI recall that we had 
about $1.2 billion with last year’s appropriation. 

Will we have an analysis presented to us as to balances and also as 
to the use ? 

Secretary Duties. Yes, sir. 

Senator Humpurey. Those funds are presently being used in direct 
coordination with thé free government of Vietnam ? 

Secretary Duties. Yes. A certain amount is being used as a con- 
tribution toward the expenses of the French Expeditionary Corps 
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Vietnam. We are presently assuming a small percentage of that 
cost. 

(side from that, the funds are being used, either directly by our- 
selves in connection with refugee work and things of that kind, or, 
in the main, are being turned over directly to the governments con- 
cerned. 

Senator Humpnurey. Are you making any plans to terminate our 
direct financial assistance to the French in that area / 

Secretary Duties. Yes. It is not expected that the French Ex- 
peditionary Corps w . remain there indefinitely. It is contemplated 
they will gradually be withdrawn; in fact, the numbers have been 
very substant ially cut down already, and the operation is being phased 
out. 

Senator Humrenurey. Thank you very much, Mr. Secretary. 

The Cuarrman. Senator Barkley, do you have any questions? 


BREAKDOWN OF THE AUTHORIZATION 


Senator Barkiery. I will not keep you very long, Mr. Secretary. 

In regard to the division of this authorization, I suppose you have 
consulted with the different countries or their governments in regard 
to these amounts rather than just picking them out of the ether, as 
applicable to each of these countries? They have been consulted and 
know exactly what we are going to do? 

Secretary Duties. Yes. In each case there is a very careful study 
made. The Defense Department has its MAAG missions, military 
advisory missions or groups, in the countries where military assistance 
is given, and they keep in very close touch with the situation. When 
it gets into the area, not of direct military support but of the so-called 
defense support, which is economic, that is discussed with the finance 
ministers, the economic ministers, of the countries concerned with our 
own economic people, not only of Mr. Stassen but in many cases 
Secretary Humphrey and the Treasury people on our side get into 
those talks. 

They often take place in foreign countries. It happened that in 
the case of Korea, which is one of the more important recipients of 
this type of aid, President Rhee, with a very considerable staff, was 
here during the course of last year, and we had a most painstaking 
examination together of the budgetary situation, of the burden of the 
military establishment. 

They wanted to have a larger military establishment than, in fact, 
we thought was necessary or were prepared to support. 

Then the question of how the defense support should be given is 
all worked out. They had a mission here with the Defense De “part- 
ment, I suppose, for a couple of months working all this out in 
meticulous detail. 

[ know personally more of that due to the presence of President 
Rhee and the fact that he was here, and I was brought into it some- 
what more than would normally be the case. But I know that there 
are comparable discussions and conversations that go on with all the 
countries that receive that kind of aid. 

Senator Barx.ey. In regard to the basis of this authorization, did 

understand you to say that if you did authorize any amount pro- 
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vided in this proposal or any other amount, the State Department 
will ask for the appropriation of the full amount at this session of 
Congress ? 

Secretary Dues. Yes, sir. 

Senator Barxuey. In order that it may be allocated and committed 
on the theory that it takes 2 or 3 years to finish the job that has to be 
done, or is intended to be done ? 

Secretary Duties. Yes, sir. 


SELF-HELP AND MUTUAL AID 


Senator Barkirey. You stated a while ago in your statement or 
rather emphasized, it seems to me, that we are doing this for ourselves. 
I realize the need for keeping constantly before our own people that 
we are not an eleemosynary institution and that this is not charity. 
[ think that the words “mutual assistance” are more appropriate than 
“foreign aid.” 

But for psychological purposes, purposes of approach, do you think 
there is any danger that our emphasis on the fact that we are doing 
this wholly for our own benefit could be used by the Communists as 
an argument to bolster their constant statements which, of course, are 
false, that we are doing all these things in order to build up an im- 
perialism of our own and to use these countries for our own benefit ? 

Secretary Duties. It is, of course, important, Senator, to present 
the thing accurately. We do these things for ourselves because our 
interest 1s involved. But the interest which we attempt to pursue is 
what I would call an enlightened interest which recognizes that we 
cannot happily survive alone as a little island of fortified prosperity, 
and that we are part of a community, and that our own happiness and 
welfare depend also upon the happiness and welfare of other mem- 
bers of that community. It is in the sense of enlightened self-interest 
that we serve ourselves. 

Now, it is sometimes a problem to find the precise formulation which 
will be best understood by the countries with whom we work in this 
matter, and also to find the formulation which avoids being misrep- 
resented by the Communist propaganda. 

I think we make a real effort to try to do that, and I think we are 
reasonably successful. 

Senator Barkiey. Well, I think myself that it is, in view of the 
fact that all international agreements, efforts of cooperation, interna- 
tional law, all the treaties that have been made to try to promote peace 
and welfare of the world, create mutual interest among all peace- 
loving and civilized nations. They work with one another in order 
that they may create a better world, not in any Pollyanna sense, but 
in a real practical sense. What is good for the entire civilized world 
is good for us, good for them, too. They have an interest in it, as 
well as wedo. We happen to be in a stronger position than any other 
nation that would —_ bring it about, and I realize also the sensitive- 
ness of people against being looked upon as objects of charity. 

Sometimes it makes an enemy out of a man or of a people to get 
the impression that you are doing too much for them as a matter of 
charity. 

I recall a very amusing story that has been repeated probably many 
times before about Henry Clay when he was making one of his races 
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in Kentucky more than a century ago. Some neighbor came to him 
and said, “Mr. C lay, So-and- So.” naming one of his neighbors, “is 
_ fighting you bitterly.’ And Clay said, “I can’t understand that. 

I don’t recall ever having done him a favor.” 

Well, that might be true of a nation as well as of an individual. He 
would have to walk sort of a tight rope between those two possibilities. 

Secretary Duties. Yes, sir. 

Senator BarKuey. I have a feeling that it would be more successful] 
if we walked that tight rope and did not create the impression on 
the people we are trying to help that we are doing it wholly for our 
own benefit. We should let them know that we have some interest 


in them as a part of a civilized community in which we must live 
and they must live. 


DURATION OF THE PROGRAM 


Now, just this one question: Of course, these appropriations and 
these authorizations come up frequently here. But 1s there any need 
for us to delude ourselves into the belief that so long as this threat 
exists against the world and our democracy and that of our friends and 
allies, that we will, in the immediate future, be able to escape this obli- 
gation that we are now assuming and have assumed for the last decade. 
Unless all of these nations we are trying to help in our community of 
nations reach a point where they are sel f- -sustaining, both as to their 
military effort and their economic efforts—and that seems to be an 
impossible situation in the immediate future so long as this world- 
wide threat exists—will we not have to continue this aid for an un- 
foreseeable length of time? 

Secretary Dues. I think, sir, that we will have to have a program 
of this general order probably for a considerable period of time. 

Senator Barkuiry. So that we might as well understand that in this 
country and not hold out any hope that we are going to be able to 
escape it over night. 

Secretary Duties. L agree with you. 

Senator Barkiey. That is all, Mr. Chairman. 

The Cuatrman. Mr. Secretary, we thank you very much, and we 
are sorry to have kept you quite so long. 

The committee will be in recess now. We will meet again tomorrow 
morning at 10 o’clock in this same room. 

(Whereupon, at 12:40 p. m., the committee adjourned, to recon- 
vene at 10 a. m., Friday, May 6, 1955.) 
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FRIDAY, MAY 6, 1955 


Unrrep States SENATE, 
ComM™MITTEE ON ForEIGN RELATIONS, 
Washington, D4 

The committee met, pursuant to call, at 10:20 o’clock, a. m., in the 
caucus room, United States Senate Office Building, Senator Walter 
F. George (chairman) presiding. 

Present: Senators George, Green, Barkley, Wiley, Smith of New 
Jersey and Langer. 

The Cuarrman. The committee will come to order. 

We have before us this morning Governor Harold E. Stassen. 

You have been before us before and you are quite familiar with 
our method of proceeding, and I presume you wish to make a general 
statement before being questioned ? 

Mr. Strassen. Yes, Mr. Chairman; although if you or the members 
of the committee wish to interrupt at any point, I am perfectly agree- 
able. It isat your wish. 


STATEMENT OF HAROLD E. STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Strassen. I appreciate the opportunity of appearing before you, 
and, as you are aware, the President’s message to the Congress on 
April 20 requested authority and funds in the amount of $3,530,000,000 
to carry out the mutual security program during the fiscal year 1956. 
As the President indicated in his message, and as the Secretary of 
State has confirmed in his statement before this committee yesterday, 
re program, directed toward the fixed and unwavering objective of 

. just, prosperous and enduring peace, is an indispensable part of a 
reali ic and enlightened ns tional policy for the United States. 


BASIC CONSIDERATIONS OF MUTUAL SECURITY PROGRAM 


Before going into the broad details of the program before you, I 
should like to underline the basic considerations on which it rests, 
and the elements of our national interest which it serves. 

It is fundamental and it is obvious that the security of the United 
States depends on strong allies throughout the free world, and cannot 
be achieved in isolation. In this program we are attempting to create 
a posture of ey strength among our allies, through the furnishing 
of weapons of war, training, and “the supplies which any military 
establishment must hare if it is to be effective. 

Military strength, in turn, must rest on an adequate and sound 
economic base, however. Many important nations throughout the 
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world, engaged with us in mutual defense efforts, lack such a base. 
This program therefore contains a request for funds necessary to help 
provide the means for effective military efforts by our allies, and at 
the same time to sustain a momentum of forward progress in necessary 
economic development. 

This program also recognizes that the threat of the common enemy 
of freedom, international communism, is not e xpressed solely in terms 
of potential military aggression. Equally perilous is the threat of 
takeover through subve ‘rsion, Which feeds on economic weakness and 
resultant political instability. A majority of the peoples of the free 
world, and their governments, are now engaged in a complex struggle 
against these conditions. If this struggle fails, the chances for ult 

te peace and security in the world will be gravely weakened. The 

tual security program through development and technical coopera 
issistance to lesser areas can help greatly to determine the result 
his struggle. 
Presi cident has described the major elements of the mutual se 
program in his recent message. There is a continuing en 
s‘hasis on the need for meeting direct military requirements for ow 
utual defense, and $1,717,200,000 is requested for this purpose. And 
this is the approximately one-half— 
The CHarrMan. Senator Green wishes to ask a question. 
Mr. Stassen. Yes, Senator Green. 


MILITARY APPROPRIATIONS 


Senator Green. At this time, what is the answe r to the question th at 
is been raised often as to how we make these increased appropriations 


or military strength abroad when we are reducing the appropriatio. 
it home 


7 


Mr. Strassen. For two reasons, Senator: One is that the military 
appropriations abroad are also being reduced. That is, this is a lowe) 
level of request than the peak military buildup overseas request of 
three and four years ago. So your declining total burden is in the over- 
seas part as well as in the domestic part of the program. 

Secondly, it has been determined, through the review of the National 
Security Council, which includes the Secretary of Defense, as you 
snow, and the Secretary of State, that this amount of money, $1,717 

llion will obtain more defense by spending it overseas in the mutual 
security program than the same amount of additional money spent 
in the United States national forces. The reason for obtaining these 
units in cooperation with other countries in strategic forward loca- 
tions of their own forces, is not only because it is less expensive, and 
that you establish these divisions at much less expense, but you also 
maintain them in their own territories rather than maintain United 
States divisions far from home. Likewise in the field of airbases, air 
squadrons, and airfields, it is more economical as well as more sound 
from the standpoint of continuing world strategy to help create other 
forces which defend themselves and, in the same process, increase the 
security of the free world and of the United States. 

So, inherent in this decision is that this amount of money spent 
in this manner obtains more security for the United States than the 
same amount of additional money would create if it were spent in an 
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idded number of division of United States ground forces or squad 
rons of United States Air Forces. 


Senator Green. Then part of the same question would be this: 
\re these foreign nations increasing or decreasing or keeping static 
heir eee ations for the same purposes ¢ 

Mr. Srassen. They, as a whole, are maintaining and, in some in- 

stances, increasing. 


‘Tt is a very pertinent question and I think I have 
a chart here that. gives a very dramatic reflection of that very point. 


EUROPEAN DEFENSE EXPENO/TURES 
ANDO US. ECONOMIC AID 


( BILLIONS OF DOLLARS ) 


Europe Defense Expenditures 


I956 


1951 1952 1953. 1954. 1955 


This shows the NATO situation. Here are the E wore an defense 
expenditues, starting back in 1950, $6.3 


3.8 billion of their own funds. 
At that time the United States was putting $3 billion of economi 


iid in Europe in addition to the beginning of military aid. 
Now, you see how the European nations, with their own resources, 
have increased their expenditures for expense in NATO and are 
maintaining it along about $12% billion a year, while we phase out 
our aid, and also have slightly turned down in our United States na- 
tional defense expenditures. So that the European NATO effort on 
their own resources is being maintained in total or slightly increased 
in total at the very time that we are-able to make some reduction. 
Senator Green. That is a very satisfactory answer as to Europe. 
How is it as to the rest of the world? 
Mr. Srassen. Now, in the rest of the world it will vary from coun- 
try to country, but worldwide, free nations as a whole are spending 


as much this year for their own defense as they have ever spent before 
in time of peace. 
Senator Green. And we are spending a little less / 
Mr. Strassen. And we are spending a little less. 
Senator Green. Thank you. 
62426—55——-4 
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Mr. Srassen. Individual nations, for instance the United Kingdom 
of Great Britain, put on a very extreme e ‘ffort 3 years ago and 4 years 
ago, when the danger seemed to be at its peak. They have cut dow: 
a bit just as we have, but others are coming forw: ard and are able to 
lo more, so when you put it all together, and now, with the new 
3% rman contribution coming forward, you will have another impor 


ant addition to a defense effort from their own resources. 
DEFENSE SUPPORT ASSISTANCE 


Now, in order to move toward attaining the economic strength 
necessary to maintain the defense efforts of our allies, $1,000,300,000 
is requested for defense support assistance, principally in the Asian 
area. And I might emphasize at this point, Mr. Chairman, that these 
two items that I first described, the $1.4 billion for MDAP and the 
$317 million for direct forces support as shown on this chart are the 
portions of the program which under the President’s recent letter to 
the Secretary of State will go directly to the Department of Defense 
and the Secretary of Defense for administration after June 30 of 
this year. 


FY [956 (OGRA bY | FUIVCTION 


President's Contingency Fund 


President's Fund for Asion 
Economic Development 
$200-6% 


TECHNICAL 
COOPERATION % 


ASS iS 


$3530 Million 


The other half of the program will go to the new International Co- 
operation Administration in the Department of State, and some spe- 
cial explaining is needed as to why the label of “defense support 
is carried in the half that goes to International Cooperation Adminis- 
tration in the Department of State. 
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“Defense support” is support of an economic nature put into a 
country where we have a military assistance agreement. “Defense 
support” involves commodities going into a civilian economy that is 

strained toward inflation. It involves powerplants or improved roads 

or improved port facilities or cement plants needed, as we estimate it, 
to strengthen an economy while they themselves are maintaining a 
defense force, that we feel, from our Joint Chiefs of Staff conclusion, 
are important to our own, to theirs, and to free world security. 

In carrying out this billion-dollar program, we are working with 
foreign ministers, foreign offices, economic offices, finance ministries of 
these countries. It involves the whole economy of a country. 

In carrying out the direct forces support and MDAP, you work 
with the militar y, with the departments of defense of the other coun- 
try, and the Armed Forces. The division has been made, I believe, on 
the logical basis that if the program could be carried out in the other 
country by our defense forces, our Armed Forces working with the 
defense forces and the armed forces of the other country, then it would 
vo to our defense force. If it required working with the ministries 
of finance, the foreign ministries, the economic ministries, and involved 
the whole economy ‘of a country, then, even though you had a defense 
objective in doing it, it went to the International C ooperation Ad- 
ministration in our Department of State. 


CONTINUING ASSISTANCE ON TECHNICAL ASSISTANCE 


Now, continuing emphasis is placed on the technical cooperation 


program, commonly known as the point 4 program, which is now op- 
erating in 60 countries and territories throughout the free world. 
This long-range and successful program is unique in its importance to 
the foreign policy of the United States Government and as an ex- 
pression of the great humanitarian instincts of the American people. 
One hundred and sev enty-two million dollars is requested for this 
activity. You see it on the chart as 5 percent of the total. 

Sixty-three contracts with outstanding American universities for 
constructive association with leading universities of other nations are 
now in effect. They are especially effective and significant. Just 
this week the 63d was signed, Mr. Chairman, with the Prime Minister 
of Thailand, while he was here, for Thammasat University in Thai- 
land, in relationship with the University of Indiana. These contin- 
uing relationships of great institutions from our country with the 
leading institutions of the other areas of the world are comparatively 
inexpensive, but are tremendously significant in this long-term ob- 

jective that we all share. 

Senator Green. May I ask a question there? Would our contribu- 
tion to the United Nations International Children’s Emergency Fund 
come under the United Nations technical assistance ? 

Mr. Strassen. No, our United Nations technical assistance program 
is in the $172 million. Our contribution to the Children’s Fund we 

carry up here in what we call the other programs, which is this slice 
up in here. It involves a number of items like the United Nations 
Children’s Fund, the civilian part of the North Atlantic Treaty Organ- 
ization, the ocean freight for our United States voluntary agencies 
shipping food abroad, the administrative expenses, the refugee pro- 
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gram, and items of that kind. So the Children’s Fund is in that group- 
ing rather than in the—— 

Senator Green. I wanted to determine that all these matters are 
included in this one bill. 

Mr. Strassen. That is right; you are right, Senator. 


SPECIAL FCONOMIC SUPPORT 


Now, a number of free nations in the less-developed areas of Asia, 
the Near East and Africa, and Latin America require special economic 
support in order to sustain their own substantial efforts toward reach- 
ing levels of economic advance which will raise the pitifully low living 
standards of their people, and thus remove the basic cause of political 
unrest. These countries, although not engaged in direct military 
arrangements with the United States. are determined to remain free 
and independent of domination by outside powers. It is in our 
national interests that their efforts succeed, and $165 million of devel 
opment assistance is requested in order to assist in this process. 

[t is anticipated that the major portion of this 5 percent here will 
vo in loans rather than grants. It is in this part of the program that 
the development assistance for Egypt, for example, for Israel, for 
India, is included. 

This year a larger percentage of the India program is going in loans 
than for any other country in the world. 


MILITARY ASSISTANCE TO ARAB STATES 


Senator Barxiey. May I ask there, since you mentioned Egypt and 
Israel 

Mr. Stassen. Yes. 

Senator Barkiey (continuing). What is the difference in the char- 
acter of the assistance you are giving to Israel and to Egypt or to the 
Arab countries ? 

Mr. Strassen. No difference in basic character. Both are designed 
for the particular need of the countries to improve their economic 
strength, their hope, and their prospect for the future. 

[In some instances, perhaps helping them in well-drilling will be the 
most important. In another country they may not have the same need 
for water. In one country, you may help them in their own agricul- 
tural products. In another country they would be more advanced. 
but basically you are endeavoring to do the same thing by the same 
techniques in this whole group of countries. 

Senator Barker. I have been asked a question which I have not 
been able to answer. Why it is that we are giving military assistance 
to some of the Arab nations and not giving it to Israel? I would like 
to know, for the record, what the answer to that is and whether that 
question is based upon an accurate assumption. What nations in the 
Middle East are we helping militarily by furnishing either money to 
buy military equipment or sending it to them in kind? 

Mr. Strassen. We are helping Turkey and Pakistan, principally, 
and also Iraq, to some extent Iran. In each instance these are countries 
that border up against the Soviet Union, the Communist territory. 
They are the so-called northern tier of the Near East countries. None 
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‘f them borders on Israel. They are not in these border disputes with 
Israel. 

Senator Barkuey. Is there any military or economic assistance be- 
ng given to either side in this border difficulty ? 

Mr. Srassen. No, it is the United States policy to endeavor to estab- 

sh peace in the Near East. You are aware that there is this extreme 
tension, very unfortunate background ¢ 

Senator Barxiey. I am familiar with it. 

Mr. Srassen. And one of our efforts is to try to get them all to work 
together on the development of the Jordan River because they could 
all benefit from it, and that may be the avenue from which you could 
gradually work out peace and better living conditions for all of them. 
Chey would all benefit if peace was established. But it isa very diffi- 
cult solution to reach. 

We are not furnishing any arms to any country that borders on 
Israel, nor to Israel. We are furnishing arms to the countries that 
are up against the Soviet, the northern tier of Turkey, on the one 
end, Pakistan on the other, and then, in between Iraq and Iran. 

Senator Barxiey. Is that related to the oil situation in Iraq and 
[ran ¢ 

Mr. Srassen. It is related to the total world strategy, and that 
strategy is made more intensive by the fact that more than one-half 
of the world’s known oil reserves are right there in the Near East. 
And it has been proven that the Communists made extreme efforts to 
infiltrate and subvert Iran in the recent years. 

Senator Barkiey. Thank you for the answer. 


DISPOSITION OF LOANS BEING REPAID 


Senator Green. May I ask you another question? You referred to 
the fact that in the South American countries sometimes provision is 
made for loans instead of grants. What recs is made for the 


disposition, if and when such loans are repaid ? 

Mr. Strassen. The repayment of the loans goes back into the United 
States Treasury. They are not revolving funds. If they are Export- 
Import loans, they go back into the Export-Import loans, but the 
loans that we make under this program, under the directions of Con- 
gress, are 40-year loans, that 1s, up to 40-year loans at 4 percent inter- 
est if they pay them back in local currencies; 3 percent interest if 
they pay back in dollars; no interest for the first 3 years; and then 
the loan itself is administered by the Export-Import Bank. 

In other words, when our Foreign Operations mission negotiates 
out the loan, then we transfer the loan to the Export-Import Bank to 
be the collecting bank for future years. 

Senator Green. Then what payments go back to the Treasury? 

Mr. Srassen. All payments. The Export-Import Bank is simply 
the agent to collect the money and turn it back to the Treasury. 

Senator Witry. Are there any grants of any kind to Israel or to 
the Arabs? 

Mr. Strassen. Yes. It is part grant and part loan in each of these 
cases. 

Senator Witey. Can you break them down for us? 

Mr. Strassen. Yes. We can furnish it to the committee in precise 
detail. Ican give you the general range of it right now. 
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Senator Lancer. How much help have you given Guatemala in 
the last two years? 

Mr. Srassen. In Guatemala, we gave very little, just a technical 
cooperation contact project in health, in agriculture, while the Com- 
munist-associated government was in power. After the people of 
Guatemala threw that government out and organized a new govern- 
ment that was against the Communists, we have expanded aid to the 
extent of something over $6 million including $1.4 million United 
States contribution for construction of the Inter-American Highway 
in Guatemala and have a request in this program now for another $5 
million of development assistance and further technical cooperation 
money. 

Senator Lancer. Is that for Guatemala alone / 

Mr. Srassen. That is for Guatemala alone, yes, and there is—you 
see, they are a population of about 3 million, as I recall it. It is a 
small country, but an important country. 


PER CAPITA STATISTICS 


Senator Lancer. Coming back to Senator Barkley’s question about 
Israel and Egypt, how much per person are you giving Israel and how 
much per person to Eg rypt! 2 

Mr. Srassen. The per capita amount we can calculate and furnish 
you exactly, but it would be a larger per capita for Israel than it was 
for Egypt, because Egypt has a larger population by far. Egypt is 
one of the very closely populated areas of the world, as you know, 
along the Nile. But the problems are not comparable since, in Israel, 
so many of the people came in as refugees from persecution, with very 
little of resources, and the land had been, in many instances, not de- 
veloped through the years of difficulty, so that the rebuilding of Israel 
has, in many respects, been a more intense and difficult ‘and chal- 
lenging task than the improvement of the established economy of 
Egypt has proved to be. So you cannot 

Senator Lancer. You know the population of Egypt and also Israel. 
What does the help you are asking for figure out per person, dollars 
and cents? 

Mr. Strassen. IT can furnish it for the record; I do not have that 
calculation immediately. 

(The information, of a classified nature; was subsequently furnished 
the committee and has been made a part of the permanent record.) 

Mr. Strassen. The Israeli economy has made excellent progress in 
our aid there is declining because of that progress that Israel has made. 
Our aid in Egypt is expanding somewhat because of the intense prob- 
lems they have in their greater population and because there was a 
delay in the beginning of the Egyptian program at the time of the 
intense dispute over the Suez. And you could not very well improve 
an economy at a time there was an intense issue over the Suez. 

When the Suez was settled, then we expanded the Egyptian program. 

Senator Lancer. Could you furnish those figures to this committee ? 

Mr. Srassen. Yes; surely. 

Senator Lancer. Also, could you give this committee the total 
amount of money that has been given to each country since World 


War IT? 


Mr. Strassen. Surely. 
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Senator Lancer. Per country / 

Mr. Strassen. Israel and Egypt. 

Senator Lancer. How much each country in the entire program 
has received ? 

Mr. Strassen. Yes; we can do that. Beginning with the economic 
‘ooperation program of the Marshall plan. 

Senator Lancer. That is right. 

Mr. Strassen. And down to the present. 

Senator Lancer. And including the British loan of $3,750 million 

Mr. Srassen. The British loan should be separately listed. 

Senator Lancer. Yes. I thought you might include that. 

Mr. Strassen. That was not in this program. 

The CHatrMan. We were not responsible for that. 

Senator Lancer. The taxpayers have to pay it, and I am interested 
in how much they got on it. 

The CuHarrMan. But it was not part of the mutual security aid 
program. 

Senator Witry. We are paying interest on it. 

(The information requested has been supplied and is available in 
the committee. ) 

Mr. Strassen. Under our program, loan agreements have been signed 
with Iran for $32 million; Egypt, $7,500,000; Israel, $15 million; 
India, $45 million; Pakistan, $20 million; Greece, $10 million; Turkey, 
$20 million: and we have loan agreements that are in an advanced 
state of process for Israel and for Spain and for Formosa, as well as 
other countries, so that we believe we will reach, or slightly exceed, 
the $200 million requirement that the committee placed, the Congress 


placed, for the use of loans during this current fiscal year. 


LOAN TO ISRAEL 


Senator Barkiey. Shortly after the proclamation of the State of 
Israel and our recognition of it, we loaned that Government $135 
million through the Export-Import Bank. Applications were made 
later for loans; I don’t know whether they were acted upon favorably 
or not. Is this $15 million you speak of a new loan? 

Mr. SrassEn. Yes; this is a new loan during this current year. 

Senator Barxiey. In addition to all that we have heretofore loaned ? 

Mr. Srassen. That is r ight. 

Senator Barkiey. And the same is true of Egypt, Iran, and all the 
other countries ? 

Mr. Strassen. That is right. In the case of Israel, during this past 
year, the program has moved approximately one-half in the form of 
grant and approximately one-half in the form of a loan, and the loan 
has been $15 million to date, with $5 million more in process. 

Senator Winey. That would be a grant of $7,500,000? 

Mr. Strassen. By the end of the year, grant, $20 million approxi- 
mately, and loan, $20 million. 

$175,500,000 is requested for the programs Senator Green has asked 
about, including contributions to the United Nations Children’s Fund, 
the Relief and Resettlement of Palestine Refugees around the world, 
and ocean freight and other necessary costs inc ident to the furnishing 
of relief needs through United States voluntary agencies. I might say 
there are 47 United States voluntary agencies, that is, people who were 
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associated together, like the National Catholic Welfare, the Church 
World Service, the Lutheran groups, the Jewish groups, the people 
of many different organizations and religions who voluntarily asso 
ciate together to help people overseas, and we help in ocean transporta- 
tion of surplus products and in a few other minor ways, so that these 
{7 organizations of United States private people can better carry out 
their humanitarian work. 

Senator Lancer. Do these voluntary associations owe the Govern- 
ment anything ¢ 

Mr. Srassen. None of these owe the Government. These are in- 
stances where the voluntary agency is carrying out a work which is 
considered to also be in the broad national interests of the United 
States, with particular humanitarian emphasis. 


SPECIAL EMERGENCY FUND 


$100 million is requested in this program to provide the President 
with a special fund for meeting unforeseen emergency requirements 
of either a military or an economic nature throughout the world, 
without having to divert funds already earmarked for high-priority 
needs in the regular mutual security program. And this $100 million 
is a very important part of the total situation. Everyone knows—— 

Senator Lancer. Could the President use this $100 million anywhere 
in the world he wanted to use it ? 

Mr. Strassen. That is right. In other words, he must make a find- 
ing that it is in the security interests of the United States that an 
expenditure be made, and on that special determination, on which we 
consult the leadership of Congress and on which they must be offi- 
cially notified when he does it, these allocations can be made. I assume 
there will be a somewhat similar process under the new organization 
after June 30. The Foreign Operations Administration, when an 
emergency arises and it is called to our attention, or comes to our atten- 
tion, analyzes the problem and sends to the President a recommenda- 
tion which is worked out and concurred in by the Secretary of State, 
the Secretary of Defense, the Director of the Bureau of the Budget, 
and the Director of the Foreign Operations Administration. When 
these four concur in recommending to the President, then the Presi- 
dent makes his decision, also requiring us that we have advance con- 
sultation with leaders of Congress before we submit it for his 
signature. 

Senator Lancer. In other words, this is the way you use United 
States money ? 

Mr. Srassen. This was the way we met the Guatemalan situation 
when the Government was thrown over. This is the way we met the 
[ran picture when that Government changed and they faced a bank- 
rupt treasury with highly inflated currency and a very difficult situ- 
ation. It is the way in which we met the unusual needs that arose at 
the time of the Trieste settlement, because here was a settlement that 
was clearly in the interests of the free world, but it caused unusual 
expenses in working it out. So when these unusual and unexpected 
things come up, some might be the meeting of an emergency. 

In other instances it is the expansion of an opportunity that you can 
see, and this flexible power, and it is a fund that is not used unless the 
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President determines that it is needed, but it is a very important part 
of the total situation. 

Senator Lancer. Then, in your opinion, the President could use 

t anywhere in the world he wanted to use it. 

Mr. Srassen. That is right, provided he makes the finding that it 
s in the United States national-security interest to do it. 


SHIFT OF EMPHASIS TO CRITICAL AREAS 


Now, in this current year, and in the program proposed for fiscal] 
year 1956, there is a basic shift of amlade away from the highly 
developed and industrialized areas of the world toward other critical 
areas. 

We are pleased to be able to report that no further economic assist 
ance is requested for the original Marshall-plan countries in Europe. 
The degree of economic recovery which these countries have achieved 
since the dark days of 1948 stands as shining proof to all the world of 
the progress that is possible under a system of free institutions and 
national self-determination. The United States can indeed be proud 
of the crucial role which it has played in the success of this vital effort. 

While undertaking the great task of rebuilding their economies, 
the countries of Western Europe have also joined with us in the crea- 
tion of significant military strength through partnership in NATO. 
Military assistance in substanti: ul quantities from the United States 
has helped in this effort, and further support is required in order to 
achieve the defense goals established by NATO. Initial funding for 
the arming of German forces, an important new element in further- 
ance of our common-defense objectives, has been accomplished through 
previous appropriations for military assistance. 

We have a few charts which I might just briefly refer to which 
dramatically show the result in Europe. 


MARSHALL PLAN RESULT (N EUROPE 


Billions of Dollars Index: 1948 = 100 


IWOUSTRIAL PRODUCTION 
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Note: Aid figures are allotments to European countries, 
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On the left, you see the high point of economic aid of $5,700,000,000 
in 1949, and you remember the low point of the European economy 
and the outlook. You see the dese ending scale of aid. Now, as we say, 
no request for 1956. You see their own industrial production coming 
up to now where they have the greatest economic strength in their 
history in Western Europe, the highest real wages of their workers, 
the greatest contribution in peacetime to stre ngth. This is an accurate 
and dramatic portrayal of that factor, and here is their industrial 
curve. On this next chart, the lowest heavy line is their industrial 
production in 1951. 


EUROPEAN INDUSTRIAL PRODUCTION 


TOTAL FOR OEEC COUNTRIES: 1950= 100 
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The next line is 1952. The broken line is 1953, and you see 1954, 
and here is the beginning of 1955. It is a dramatic and significant 
industrial advance of Europe, and the parallel fact that is so impor- 
tant is frequently the question that was asked in earlier days. 


INFLUENCE ON UNITED STATES OF WORLD ECONOMIC STRENGTH 


There were two basic questions, I think, that were raised against 
the Marshall plan. One is: Will it not fail; will it not be dollars down 
a rathole; will it not be dollars wasted; can you ever get Europe back 
on its feet ?/—and questions of that kind. 

The other questions were: If you rebuild Europe, aren’t you simply 
rebuilding a competitor that will hurt the United States economy ? 
If you rebuild their steel mills, if you rebuild their industries, aren’t 
you going to hurt the United States economy ¢ 

Both of those arguments have. by the course of history, been proven 
to be entirely erroneous. The success is here evident, and the other 
thing that the Council of Economic Advisers pointed out this year is 
that, as our United States economy made its adjustment after the 
Korean war, one of the strong favorable factors was that a suc- 
cessful expanding European economy helped the United States econ- 
omy make its adjustment. 
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It did it in two ways: The sustained demand for raw materials 
held world prices steady, so, contrary to the situation in 1930 you did 
not have that sharp downslide on raw material prices at the very time 
you were trying to rally the United States economy. 

Secondly, when you were rallying the United States economy, you 
did not have the sharp drop of exports which occurred in the 1930’s, 
but you had a sustained market for exports; in fact, an increasing pur- 
chase by Europe of American goods last year at the very same time we 
wanted good customers. 

The third thing was that in previous time when the United States 
has a res 1djustment or some difficulty, we frequently were hit by news 
from some foreign financial capite al of distress and that put further 

itters or adverse psychology in the United States markets, just when 
you needed the rally of confidence. This time the strength in Europe 
meant that you had strong news coming across the seas at the very 
time that the questions were being raised on the United States 
economy. 

So three things which, in history, have been adverse to the United 
States economy in its own success now are affirmative in the United 
States economy because of economic strength in the rest of the world 
in which this program has played a part, only a part, but a significant 
part. 

Senator Barxkiry. May I ask you a question, there, Governor ? 

Mr. Strassen. Yes. 


ECONOMIO RECOVERY IN EUROPE 


Senator Barxuey. In the fall of 1947, I was in Germany and 
visited Essen, Dusseldorf, Frankfurt, Berlin, and many other cities 
that had been almost completely destroyed during the war. I don’t 
think I ever saw a more ¢ omplete job of destruction than at Essen, the 
site of the Krup steelworks. There was, I think, not a house standing, 
and everything was a mass of twisted steel, iron and concrete. And 
of course we know what happened in Berlin. 

Has any progress been made toward the restoration of those cities, 
the rebuilding of them? Of course, the Marshall plan was not set 
up for that purpose. But through any program of any kind, have 
these cities been rebuilt ? 

Mr. Strassen. Yes. A tremendous rebuilding, Senator. The hous- 
ing advance in the Ruhr has been dramatic, and, as you say, it has 
been done with their resources, but made possible in the overall eco- 
nomic advance that has occurred. But housing is moving forward, 
now, very rapidly, in Europe, and the war-damaged cities are in large 
measure rebuilt, and scars are being removed every month. 

Senator Barkiry. I suppose that does not apply very much to 
Berlin itself, which is divided into zones ? 

Mr. Strassen. It applies in considerable measure to Western Berlin, 
in less measure to Eastern Berlin, but I am glad you mentioned that, 
because I was just coming to the fact that, while there is no aid for 
the economic countries of the original Marshall plan of Europe, we 
do ask a small continuing program in the city of Berlin, because that 
outpost of freedom is in such a special situation that we are asking 
for $21 million to follow through in Berlin itself because of its own 
peculiar difficulties. And also, it isa key outpost. 
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The other two places where we still follow through were not in the 
original Marshall plan, and those were Spain and Yugoslavia. 

Forty million five hundred thousand dollars is requested to support 
the military and related economic efforts of Yugoslavia, a country 
whose continued existence outside of the dominated orbit of the Comii 
form is of importance to the rest of Europe. In Spain, which has 
recently granted the United States access to valuable sites for military 
facilities, $28 million is requested in order to provide necessary eco 
nomic and technical support. Under arrangements with the Spanis! 
Government, a major portion of the local funds derived from the sale 
of commodities furnished by the United States under this program 
is directly applied toward meeting the costs of the construction and 
maintenance of United States facilitiesinthearea. The city of Berlin 
continues to serve as the major symbol in Europe of the blessings of 
freedom as against Communist domination. Twenty-one million dol- 
lars is re queste <1 for special assistance to joint control areas, of which 
Berlin is the key outpost, during the coming year. 

Although the economic recovery of Europe has exceeded all expecta- 
tions of a few years ago, the countries in this area have not achieved 
the level of productivity necessary if they are to sustain their growth 
and progress. And the productivity reflec ‘ted in the standard of liv- 
ing for workers, and the workers in a progressive system are the great- 
est beneficiaries of that productivity because, on the one hand, they 
get better wages, and, on the other hand, there is a wider range of 
products available within their means to purchase ; and so we do ask for 
85.5 million to continue technical exchange programs toward this end. 


RECEDING COMMUNIST INFLUENCE 


In this respect. I would like to refer to this chart which shows the 
Communist influence receding in Western Europe and the area of the 
continued problem. 

We find over on the right side of the chart that the Communist 
Party membership and the Communist newspaper circulation in all of 
these countries is strong. The light color is the Communist Party 
membership, the dark is the Communist newspaper circulation. You 
see in Italy, France, Netherlands, Germany, Belgium, and Austria they 
all have been dropping. on the left side of the chart, you see the Com- 
munist votes, as a percent appears, of total votes in elections, ¢ ompar- 
ing 1948 and 1954, that in the Netherlands it has gone down from 8 to 
5, in Belgium from 7 to 4, in Germany from 6 to 2, in Austria remain- 
ing just at 5 percent; in Italy and in France it has remained very 
substantial, 31 and 35 percent and 29 and 26 percent, respectively. 

Now, there are recent indications that the Communists are slipping 
in both these countries; that is, that our concentration and cooperation 
with them on the strengthening of the free labor unions, on the greater 
contact with the women leadership of these countries and the women 
leaders of our country, greater attention to the youth and to thei 
standard of living. are beginning to show what appear to be significant 
results. Recently in the Fiat plant, for example, the great automobile 
plant of Italy where the Communists had been winning the elections 
for shop steward by over 60 percent, they lost the shop steward elec- 
tions, and only polled some 30 percent; and tnere are other little 
straws in the wind. It is too soon to say, but there are indications that 
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we are attaining some further strengthening of the free forces against 
the Communists in these 2 key countries, and we do wish to follow 
through in a very limited way with a total of $5.5 million in that asso- 
ciation of productivity with the free trade unions and the leadership 
of the free movements of these countries in a productivity way. 
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Senator Lancer. Governor, might I inquire how many years aid 
will have to continue? ara 

Mr. Srassen. I feel that it isa long-range matter, from a worldwide 
standpoint, and needs to continue so long as the world situation is 
under this threat from the Communist ideology, and needs to continue 
until there is a marked change in the whole world situation. 

Funds are requested in the amount of $5,500,000 to continue technica] 
exchange programs directed toward this end. It is impossible to meas- 
ure in the short run the impact which programs of this kind have in 
meeting fundamental economic and social problems. It is my conviec- 
tion, however, that the promotion of understanding as to the means by 
which great economic and social advances have been made under our 
system of free institutions is playing its part in rolling back the threat 
of Communist subversion and domination on the Continent of E Lurope. 
We have noted with particular interest such recent events as shop 
steward elections in Italian plants during the past month which gave 
the free trade unions 63 percent of the vote in the same plants where a 
year before Communist-controlled unions had received over half of 
the vote in a similar election. 


ASSISTANCE TO LATIN AMERICA 


In South and Central America the most significant results for our 
mutual objectives flow from the very large trade, the extensive pri- 
vate investment, and the loans of the Export-Import Bank and of 
the International Bank for Reconstruction and Development. 
Through these measures and the great efforts being made by individual 
countries in the area, remarkable economic growth is taking place. 

Conditions of widespread privation continue to exist, however, for 


large masses of the people. In order to help correct these conditions, 
we are proposing a continuation and slight expansion of our successful 
technical cooperation, or point 4 programs in this area, and $31,500,000 
is requested for this purpose, including a contribution to the multi- 
lateral activities carried out in this field through the Organization of 
American States. 

In addition, funds are requested in the amount of $21 million for 
development assistance to meet critical economic problems in two key 
countries of the area, Bolivia and Guatemala. 

Bolivia must find a means within a relatively short time to diversify 
its economy and to lessen its dependence upon the fluctuating prices 
and demands for its tin production, and progress is being made in this 
respect. 

In the case of Guatemala, successful rapid economic improvements 
in certain fields should take place for the success of the new anti- 
Communist government. 

The total, then, of technical cooperation and development assistance 
funds requested for Latin America is $52,500,000. 

Senator Smrrn. How does that compare with last year’s total ? 

Mr. Strassen. In 1955, Senator, the total was $41.6 million, and we 
are asking for $52.5 million, so it is an increase of nearly 20 percent. 

Now, in this economic field at the same time as we work in technical 
cooperation and broad economic conditions, we ever have in mind the 
importance of United States worldwide airbases for the security pos- 





or 
> 


~.2 ui 

«s> MM = soddoy 

%0S BE 2s2u06u0y, 

“9 poo) 

_%9L ae Auownuy 

0c I 10 
00) IE eqiwoiy 
%OSI Saree uaqs6uny 


(2yxnbg ) 
Se 


Pooigy 329 Mon am UoRJodoig SL6I °3 OSE ‘aspauou} pazeloiy 


SLNIWIMNOFY STVITLYW MYX SP 


increasin 


In 


ance of raw materials 


1955 
will require 


ACT OF 


and 


~ 
o 

— 
~ 
~ 
oo 
~ 
_ 
_ 
© 
~_ 
- 


SECURITY 


overseas 


MUTUAL 
from 


require 


ture of the world and ourse 
we 


numbers. 


which 





od MUTUAL SECURITY ACT OF 1955 


Here on this next chart is the projected increase from the Paley re- 
port from 1950 to 1975 of these basic materials of aluminum, cobalt, 
fluorspar, tungsten, chromite, nickel, antimony, lead, manganese, cop- 


per, and tin, 
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As you envision a growing, expanding successful United States 
onomy, there will be future needs of great quantities of these ma- 
erials, and we need to look forward now to those future requirements. 

he sources of some of these strategic materials abroad are indicated 
. this chart. You see the importance of Latin America in many of 
em, and of Africa, to some extent Western Europe, particularly 
ercury down in Spain, and of Asia. But the importance of raw ma- 
erials in the long pull is indicated on this chart which shows the per- 
entage that United States industry depends on for imports. 


US. INDUSTRY DEPENDS ON IMPORTS 


PERCENT OF STRATEGIC MATERIALS WE GET FROM ABROAD 
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In many of these cases we get an overwhelming percentage of our 
total supply from abroad, and it is the only source from which we 
can get it. 

Eighty-five percent of our mercury, 90 percent of our pl: atinum, a 
hundred percent of industrial diamonds, 92 percent of cobalt, 72 per- 
cent of tungsten, 99 percent of chromite, 95 percent of manganese, a 
hundred percent of tin, a hundred percent of natural rubber, and 67 
percent of bauxite must come from abroad. 
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IMPORTED RAW MATERIAL PRICES 


This chart dramatically shows this matter of imported raw ma 
terial prices. 


PRICES OF IMPORTED RAW MATERIALS 


INDEX: PEAK MONTHS OF 1929 and 1953= 100 
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The broken line shows what happened in 1929 and 1930 when the 
moment there was some economic difficulty, there was economic diffi- 
culty then throughout the free world, and you hit a sharp slide in these 
prices, and it had a very unsettling effect. 

The 1953-54 picture shows the strength that was sustained in the 
world raw material situation and, as the Council of Economic Ad- 
visers said, it helped to bring the United States economy through in a 
successful and strong way. . 

Senator Witery. Governor, is any of this money that you are asking 
for here used for stockpiling ? 

Mr. Srassen. Not used directly in stockpiling, but we do in the 
counterpart funds, at times, purchase materials that go into the stock- 
pile. Also when there is a question of opening up a port or opening 
up a railroad or a road, we take into account the future requirements 
of strategic materials from those countries; in other words, we fit 
this together in a future program. 

Senator Wier. I think it is important for the American people 
to understand that we are giving credit in most instances instead of 
sending the money abroad. And there is an impact upon our own 
industrial life. It is important to know that we are actually getting 
in return some tangible values like stockpiling strategic material, be- 
cause I have heard it said that out of the 30 vital strategic materials, 
we only have 9 of them in this country in adequate supply; is that 
correct ¢ 

Mr. Srassen. That is right. And what we do, the way it works 
out frequently is this: that we put these funds on a long-term loan 
instead of a grant, and in making their payments on the loans they 
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ship strategic materials that can go into our stockpile as their method 
of paying the loan; so that we, in that way, strengthen the stockpile, 
and then the stockpile pays the Treasury for the goods. 

Senator Wixry. It is a question of getting the mathematics set up 
so we know we actually have tangible values here because you know 
and I know there is considerable misrepresentation about the whole 
program. 

It was stated very dramatically yesterday by Secretary Dulles in 
answer to my question that this is a matter of our national defense 
and self-preservation, and if on top of that you can actually show 
that it returns to this country a great deal of strategic materials, you 
have got an added argument, it seems to me. 

Mr. Srassen. That is right; and we will furnish you more detailed 
facts. But that, in fact, is the theme of my presentation this morn- 
ing from my observation at close hand with this program in the last 
2 years, that it not only serves directly the security interests of the 
United States, it not only serves the humanitarian concept of the 
United States, but in the most hardheaded business analysis it serves 
the economic future of the United States. 

Senator Wirey. Correct. 

Mr. Srassen. And it serves that in a number of respects, so that 
it has these three important facets to it, and, of course, they are inter- 
related: that is, the economic future of the United States is also 
related to our future security. 


THE MORE DEVELOPED THE COUNTKY 


THE BETTER CUSTOMER IT IS 
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The next chart, just quickly, flags one significant business, and 
that is that as these countries develop, they are better customers rather 
than your losing ac ustomer. 

I can remember 25 years ago some businessmen said that if Canada 
develops industr ally, will we not lose a customer. 

Well, as we know, Canada is having a tremendous industrial de- 
velopment, and is at the same time our best customer, and the whole 
history of the economy of the world shows that as a country develops, 
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as its own standard of living comes up, it is a better trading partner, 
. better customer for other nations, than if it stays in a less-developed 
ind low standard of living condition. 

At the same time, on this point of the effect on the economy, we 
are endeavoring to use those goods that our country can easiest supply 
and fit in best with our United States economy. This is more difficult 
to do, but it clearly also is advantageous, so that in agricultural sur- 
pluses and in coal, we are making a special effort. to use these com- 
modities in greater quantities than others because of the obvious fact 
that the United States can better afford to ship coal or cotton or wheat, 
of which we have adequate quantities, than it can some other goods. 


EMPHASIS ON COAL EXPORTS 


This shows the emphasis we are now putting in 1955 on exports of 


coal. 
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In 1953 and 1954, month by month this shows the total exports of 
coal. This shows that now, January, February and March, we are 
getting up here to almost double the monthly export of coal from the 
United States compared to the preceding 2 years. 

I do not know whether we will be able to reach the target of an ex- 
pansion of 10 million tons of coal during the year. But we are now 
running at a rate that would expand it ten millions a year, and there 
is a very strong coal export right currently at this time; so that we 
are working in coal and encouraging countries to use coal with their 
resources that are expanded through our aid program constantly. 

The same thing applies to other supplies as a whole, and to other 
surplus products. 
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US: SUPPLIERS PROVIDE MOST OF THE GOODS 


FOA PAID COMMODITY SHIPMENTS, JULY | ,1954-FEB, 28 1955* 


( MILLIONS OF DOLLARS) 
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X includes shipments under surplus agricultural commodity sales programs; 
data based on expenditures against procurement authorized in Washington 


In our next chart, it may be seen that more than 3 out of every 

{ dollars that are appropriated in this program are spent directly 
in the United States to purchase something to use in United States 
objectives abroad. During the first 8 months of this fiscal year, FOA 


spent $141 million for United States cotton, $77 million for wheat, also 
large amounts of machinery—and you see these various fats and oils, 
petroleum, fertilizer, nonferrous metals, iron and steel, chemicals, 
coarse grains and tobacco. 

Senator Lancer. Governor, does that include the gifts that we have 
given or do we get money in return for these exports ? 

Mr. Strassen. These are in the aid program. In other words, when 
you vote aid in the form of dollars, we do not take the dollars over 
to the other countries and give them to them. We buy in the United 
States, sometimes right from CCC, and pay the Treasury for it, these 
items, and ship them to these countries. 

Senator Lancer. But this cotton that you mentioned, is that a gift? 

Mr. Srassen. If it is in aid, if it is part of the aid program, it is a 
gift, that is right. It is a gift if you take it in the sense of their not 
paying at that time for it. It is not a gift if you take it in the sense 
that you are building an economic strength that is in our defense 
interest. 

For example, when you help Turkey to be strong enough to have a 
strong military force in that strategic location, I think it is really not 

1 complete description to say that it isa gift. Itis a partnership move 
a sometimes even it is a loan, a long-term loan, to carry out a security 
objective, but is a not a current sale for cash. 


Senator Barkiey. May I ask about these coal shipments? 
Mr. Strassen. Yes. 
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COAL EXPORTS AS RELIEF MEASURE 


Senator Barkiey. Last autumn, just before the election, it was an- 

uunced that 10 million tons of American coal were going to be sent 

road as relief for the coal situation in my State and other States, 

dthat probably 2 millions of it would come from Kentucky. 

I would like to inquire how much of that coal has been shipped up 
) now, if you know ? 

Mr. Strassen. Up to now, I would not be sure about the shipping. 
[ think we are over 3 million tons on the purchasing, and I think we 
re running currently, the expanded export is running, about a eniifines 
ons a month over the preceding year’s. 

Now, in the case of Kentucky, which I would assume would be your 

‘xt question, we are having considerable problems in the degree of 

irchase in Kentucky because the freight rates from Kentucky to 
the coast raise the cost considerably above the cost of Virginia ‘and 
\Vest Virginia coal, so we have to make, and we have made in some 
important shipments, special arrangements to cover that added cost. 

Senator Barkiey. We have been familiar for a long time in Ken- 
tucky with the freight rate discrimination against our coal, and we 

ive made various efforts to eliminate that discrimination, without 
success up to now. Where has the coal shipped under this program 


one? 


1 


Mr. Strassen. Some has gone to Korea—I will have to check the 
ther countries—some has gone to England. 
Senator Barkiey. I was told in that connection that the FOA had 
iscouraged the shipment of coal to Europe in order not to compete 
th coal from the Ruhr and the Saar and Poland and other parts 
f Euorpe; is that statement correct? 
Mr. Strassen. No, that is not correct. We have, in fact, endeavored 
displace Soviet coal and Iron Curtain coal, and have to some extent 
succeeded in doing that. 
Now, in the matter of the Ruhr, they have the first sale of the coal 
to the extent they produce it in any event. In other words, you cannot 
ompete in the Ruhr with American coal, but you can compete when 
you get some distance from the Ruhr, if their freight costs in hauling 
t from the Ruhr, we will say, down into Spain are higher than our 
sts in shipping across the water. 
There is also the matter sometimes of special types of coal which 
they do not have, and we have, that fit better into certain parts of steel 
naking, because there is a wide range of types of coal. So I believe 
hat Germany itself is now actually importing some specialized types 
of United States coal. 
Senator Barker. Is there enough coal in Europe to supply her 
demands ? 
Mr. Strassen. No, there is not. 
Senator Barkiey. What is the amount of the deficiency 
Mr. Strassen. Well, it depends on what level of inant ial activity 
they are at, but as they are expanding their industry, they do need 
an import of coal. 
They obtain some of it through the Iron Curtain, and some of i 
from the United States. 
Senator Barkiey. Can you estimate how long it will take to fulfill 
these 10 million tons that were spoken of last autumn / 
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Mr. Strassen. Well, the target for it was for the year, in other words, 
from October 1 to October 1. 

Senator Barkiey. I imagine it will not be fulfilled then. 

Mr. Strassen. Well, there is some chance of it being fulfilled, | 
the increase in shipping costs, and these freight-rate difficulties are 
some pretty high hurdles to get over. But it has been moving. | 
would say this: I think it is moving more favorably than many people 
thought it would, and it is currently moving at a good heavy flow 
of about an added million tons a month. 

Senator Barkiey. Is there anything being done by any Govern- 
ment agency to eliminate these freight rate discriminations? Of 
course, that is a matter largely before the Interstate Commerce Com- 
mission, and has been there for years. 

Mr. Srassen. Senator, we have told the Kentucky coal producers 
what a problem it gave us, and I imagine that they have been telling 
others about it. 

Senator Barkiry. We have all been working at that for years and 
years, 

Mr. Srassen. It is a tough problem. 

Senator Barkiry. We never have been able to make much headway 
in getting that discriminatior eliminated, merely because of the loca- 
tion of the Ohio River or what they call the official territory under 
the Interstate Commerce Commission procedure. I wondered if any 
attempts were being made anywhere to eliminate that. 

Mr. Strassen. We had thought that was beyond our province in 
FOA, but we have pointed out the problem to anyone who would 
listen to us. 


Senator Barkiey. We have been doing that for a long time. 


EXPANDED USE OF AGRICULTURAL PRODUCTS 


Mr. Srassen. Now, this chart shows the expanded use of agricul- 
tural products to carry out this program, going up to $381 million. 

This other chart shows the percent, Senator Langer, you asked for— 
the solid black portion shows the Government-financed total exports, 
and the shaded portion shows the privately financed exports of agri- 
cultural products for these 2 years, and estimates for 1956; you see ‘the 
effect of Public Law 480, which is the sale for local currencies. 

Senator Lancer. Would you mind explaining that in more detail, 
Governor? 

Mr. Strassen. Yes. 

This shows in fiscal 1954 the total United States exports of agricul- 
tural products was $2,933 million. Of that total, $600 million was 
financed by the Government in these aid programs. The balance was 
paid for by the other countries, partly paid for because they have 
attained strength from previous aid programs and had a balance of 
payments they could do it with, but they paid cash through regular 
export for about $2.3 billion. 

We anticipate during this current fiscal year the total will go up to 
$3.2 billion of agricultural exports, of which $900 million—in other 
words, there is no expansion in the privately financed. The privately 
financed stays the same amount and the Government-financed expands 
partly through Public Law 480, which is the sale for local currencies 
where they lack dollars. We have an estimate of a target for 1956 to 
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further expand to $3.3 billion in total, of which about $1 billion will 
be financed increasingly through Public Law 480. 

Senator Lancer. Could you give us a list of the agricultural prod- 
ucts that are exported, cotton, wheat, and what else ¢ 

Mr. Strassen. Cotton and wheat are the big ones; lard, cottonseed 
oil and tobacco are the next three, and then a wide range in smaller 
amounts. 

Senator Lancer. You are taking care of Senator Barkley’s tobacco 
lown in Kentucky, are you not? 

Mr. Strassen. There is a comparatively smaller amount of tobacco 
that moves, but it is a product that is in demand. 

Senator BarkiEy. We try to take care of our tobacco situation. In 
fact, the other day 97 percent of the farmers voted to reduce their pro- 
duction in order to get rid of surpluses, but we do depend largely for 
the sale of certain types of tobacco on the foreign market. Small 
favors are thankfully received, and large ones in proportion. 


FLOW OF TECHNICAL PERSONNEL 
Mr. Srassen. This next chart, just quickly, reflects the way in which 


the technical personnel move from these areas of the world to the 
United States and from the United States. 
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We have at the present time 416 United States technical professional 
pe ople serving in the Far East area, and we have in the United States 
(53 young men and women training for technical purposes inside the 
United States to go back over and work in the Far East. The relative 
firures in Latin America are 567 United States technicians down there, 
141 technical students from there up in the United States. For the 
Near East, Africa, 888 American technicians, and 422 from there 
studying in the United States. 

This next chart shows the university contracts, which is this very 
significant program that we expanded. You find many of the lead- 
ing universities of America which are serving, as indicated here, in all 
these major less developed areas of the land, and it is a program that 
I think is proving of great significance, and its long-term effect is 
even more important. 


ECONOMIC DEVELOPMENT AID TO EXPAND MARKETS 


Senator Barkiry. Do you think, Governor, that either through 
their own efforts or our help all these undérdeveloped countries could 
attain a standard of living approximating our own, and in that respect 
expand our markets all over the world to a degree that would almost 
sound fantastic ? 

Mr. Srassen. That is right, Senator. And, in fact, it is not a matter 
of attaining a standard of living comparable to our own, except over 
the longest range trends, and we in the meantime will be continuing 
to advance, I trust. 

Senator Barkiey. Of course, sir. 

Mr. Strassen. But it is a matter of just raising somewhere above the 
sub-subsistence levels that so many are in. At the moment they come 
forward a bit, the market expands in a dramatic way. 

Senator Barxiey. That pertains to the argument that is made now 
and then that the more we do to help these countries to raise their 
own standard of living, the greater we will find ourselves in a competi- 
tive situation where our aid will turn out to be a Frankenstein. You 
do not adhere to th: it theory ? 

Mr. Strassen. No. Every fact of the world’s economic history is 
just the other way around, that it is an expanding sanplont for all. 

Well, put it this way: That we did not do anything like this after 
World War I, and the repercussions from our not having a relation- 
ship to the world that was of this nature were very adverse for both 
security and economic purposes. 

The world went into its worse depression in history. It had its 
most insecure situation, and out of it came Hitler, Mussolini, and the 
Japanese war lords and all the tragedy that came from that. 


REQUIREMENTS FOR UNIVERSITY CONTRACTS 


Senator Lancer. Governor, what does a university have to do to 
get these contracts? I notice you have 43 universities listed on the 
chart. 

Mr. Strassen. First of all, express its interest and willingness to do 
it, and then to have the particular competence in its faculty to fit the 
need of a country in some other area of the world. 





SAIJISIBAIUN] JO ON |OjO) 
SAUJUNOK) JO ON |040| 
UOIDIEAL) Ul S}ODUOD JO ON |040| SM 


> orusoueD jo awn, 


UQChs UOYDIEKC UI S}IOYUOD JO N\A jO4O} Wee c 
SYS 10 SV AYVMMNS amin) Nemoare 


Mul) PsdAIOH 


ip 
ye ’ ‘ 
Voc 


Oyop) jo wy 
YOOWNOS 


1955 


K 
sown; jo aug 
eS PH 


’ 


OF 


Aiur) Popungs 


of, 
‘ “ Vv do HJ r F , ‘ 
NIA WNL an y owousrs 
a 24S a On e* 
rs sotuoysy fo ann 
n < 


ACT 


ann on noe “8 y “yn 
, pvc dion yo any 


out ms W2s0080y snowy 


wh \)eus0D Jo 


be 
me 
few 
oO 
os 
D 


MUTUAL 


G56] € how Josy § 


ALLMMOD £9 NOMLVARAO M SLOVALNOD. ALISLUNIND 





MUTUAL SECURITY ACT OF 1955 73 


Senator Lancer. I notice you do not have any university from the 
State of North Dakota. I wondered why. Have they made any effort 
to get one of these contracts, do you know. 

Mr. Strassen. I will check and see whether they have asked or shown 
any interest in it. 

(The following information was subsequently furnished :) 

In October 1954, North Dakota State Agricultural College was asked to indi- 
cate its interest in a possible university contract in the field of agriculture for 
the University of Sind in Pakistan. The customary preliminary survey for 
this project had been made in Pakistan in the summer of 1954 by officials of the 
New Mexico College of Agriculture and Mechanic Arts. When the New Mexico 
board of regents decided not to undertake this activity, officials of North Dakota 
were approached and expressed their interest in the proposed project. In the 
meantime, Pakistani officials, who had been advised of the adverse decision of 
the New Mexico regents, strongly urged that negotiations with the New Mexico 
College be reopened. This was done and, upon reconsideration, the New Mexico 
regents decided to participate in the contract which will be signed within the 
very near future. 

We shall make it a point to keep in mind North Dakota State and also the 
University of North Dakota for other opportunities for university contracts 
suitable to the resources of these institutions. 

Senator Barkiey. How about Kentucky ? 

Mr. Srassen. I think they have one and are now negotiating abroad 
one that is very important that you know of. 

Senator Lancer. I might add that we have a very fine agricultural 
college at Fargo. The Governor knows, he has been there many 
times. 

Mr. Srassen. I know you do, and I would be pleased to see them 
come 1n. 


PROGRAM FOR ASIA 


The most immediate threats to world security and stability are now 
centered in Asia. As I have indicated, the preponderance of funds 
requested of the Congress for fiscal year 1956 are required toward 
meeting the threats to this area, which is our most pressing concern, 
in need and challenge and in potential for success or failure for the 
free world. 

Asia is the focal point of present Communist pressure and the area 
whose future direction, either towards domination by communism, or 
freedom and independence, will be crucial in the long-range struggle 
of freedom against oppression. In addition to direct military assist- 
ance in the form of weapons and training, funds are requested in the 
mutual security program, in the amount of $1,113,500,000—there may 
be an error in your mimeographed sheet—to meet the defense support 
and direct forces support needs of countries in the area which are un- 
der the constant threat of overt Communist aggression as well as 
internal subversion. A major part of these funds is proposed for 
programs in Korea, Formosa, Cambodia, Laos, and Viet-Nam, all of 
wh ich are confronted with situations of extreme crisis. 

Funds are also included within this amount for similar types of 
support to Pakistan, Thailand, and the Philippines, who have firmly 
and courageously taken their stand on the side of freedom against 
aggression and are members in the Manila Pact organization. 

_Funds are also requested for a continuation of development as- 
sistance to other countries in South Asia, principally in India. The 
8(0 million people of India are now engaged in an effort, unprece- 
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dented in history, to wage a successful struggle against disease, 

poverty, illiteracy, and general economic distress, under a democratic 
form of government. The eyes of all of Asia and in fact of all the 
world are focused on this great effort, and are comparing it closely 
with the claims of progress being made by their neighbor to the east 
under totalitarian rule. The recent elections in Andhra in India, in 
which the Communist forces were completely and surprisingly over 
whelmed, are an example of real progress. If this progress is to be 
continued the momentum of economic development must be increased, 
and it is proposed that the United States continue to play a marginal 
but important role in this process. During the current year India 
received a higher percentage of its aid on a loan basis than any other 
country under the mutual security program. It is anticipated that 
a major part of the assistance proposed during fiscal year 1956 can 
be furnished on a similar basis. 
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An important new element in the proposed mutual security program 

for the coming year is the President’s fund for Asian economic deve EP. 
ment, a new concept of assistance toward helping to meet the critica] 
eeds of all of free Asia for orderly, long-range economic growth. 

Within the are of free Asia 771 million people, or one-third of the 
world’s population, reside. This series of charts will quickly show 
the highlights of this. 

This chart shows the population of the area, with each symbol indi 
eating 10 million people. There are 771 million people in this vast 
sweep from Korea and Japan down through Formosa, the Philippines, 
Indochina, Indonesia, Malaya, Burma, Pakistan, Nepal, Ceylon, and 
Afghanistan and India. 

Senator Smirn. Governor, is it correct to say that the area of Asia 
with co enormous population, is part of what we call the underdevel- 
oped area of the world, the area where they need technical assistance 
and ai id in order to beeome free, independent, self-sustaining. 

Mr. Strassen. That is right. 

Senator SmirH. I want to emphasize that because that is a very 
important problem. 

Mr. Srassen. That is right. 

Senator Lancer. Governor, have you reprints of these various 
charts? 

Mr. Srassen. If the chairman of the committee wishes, we can 
furnish small reprints of every one of these charts. 

Senator Lancer. I think we ought to do that. 

Mr. Strassen. Thank you. 

Senator BarKxiey. I move the committee ask that they be furnished. 

Senator Smiru. I second the motion. 

The Crarrman. All in favor of the motion say “aye.” 

(There was a chorus of “aye.”’) 

The CuatrMan. Opposed, “no.” 

(There was no response. ) 
The Cuatrrman. The “ayes” have it. 
Mr. Strassen. Thank you, Mr. Chairman. 
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Mr. Srassen. This next chart shows throughout this whole area 
there are Communist Parties that are very active, and you see here 
the indication that in every one of these pl: ices you have active Com- 
munist Parties, which are boring in and trying to subvert. 

Senator Witey. The argument there, Governor, is that by spending 
what you have in mind, it will provide an antidote to the C ommunist 
activity there. But have you also analyzed how many men in the 
United States = keep employed because of spending abroad? 

Mr. Strassen. I do not think we could reflect that accurately, Sen- 
ator; but clearly the total level of economic activity means employment 
also in the United States. 

The best indication is to contrast it with what happened when we 
pulled in economically from the rest of the world 

Senator Wirey. That is right. 

Mr. Strassen (continuing). After World War I, and the kind of 
unemployment you ran into at that time. 


POLLS ON FOREIGN ASSISTANCE PROGRAM 


Senator Wirey. I am thinking of whai it means to the common 
man sitting out on the farm. You showed this morning, for the 
benefit of Senator Langer, that this program will ship close to $100 
million worth of wheat. Yet with the wheat they raise in North 
Dakota, it is out there where people are against this proposition. 

Mr. Strassen. Well, Senator, the interesting thing is that the indi- 
cations are that the people of the United States, the farmers and the 
workers and the plain people in our country, understand this and 
they are for this program. 

Senator Martin sent a questionnaire out to Iowa not long ago, and 
it came back with 67 percent of his people saying they were for this 
foreign assistance program. 

Other polls have indicated that as high as 70 percent of the Ameri- 
can people understand this and they are ‘for it; so that the earlier o po- 
sition when the big question was would the Marshall plan go down 
the drain is behind us. The people of America now realize the im- 
portance of this program, and they are in very strong public support. 
You find almost every day that some national org: anization will be 
meeting, and you find that they will pass resolutions in favor of this 
program. 

Senator Langer. Might I say, Governor, I made a poll which is 
just being completed, and I would be delighted to show it to you in 
my office. 

Mr. Srassen. I wish you would. 

Senator Lancer. Out of 8,000 answers about 90 percent of them 
were signed. They did not have to, but it showed that in my State 
they are 3 to 1 against this program. 

Mr. Strassen. How was the question stated to them ? 

Senator Lancer. I would be glad to show it to you. “Are you in 
favor of cutting economic aid? Are you in favor of cutting military 
aid?” and so on. 

Mr. Srassen. If you say “cutting,” Senator, you ought to get a 100 
percent vote because we are cutting. In other words, the high point 
was 8% billion, and we are down now to 3%. But if you : asked them 
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should the United States stop economic aid to other countries, 
would wager you would get 70 percent saying, “No, don’t stop 
reduce it but don’t stop “1” 


PRESENTING FACTS TO AMERICAN PEOPLE 


Senator Witry. You have a good sales program if you could get the 
facts to the people. The criticism among the average people ‘shows 
this, and that is why I am asking these questions. In my particular 
State, we are selling milk below cost of production. We get 6 cents 
for milk, but you cannot produce it for that. Tons and tons of sur- 
plus powde red milk will be shipped to the poor people over the world 
in this program. That’s why I say we must present the facts so 
that the ordinary mind will grasp the significance that this is not 
simply aid in the interests of somebody else. It is aid in our own 
interests. 

Mr. Srassen. Of course, you understand, Senator, that we operat 
under the Dworshak amendment which says, in effect, that we can 
present these facts to Congress, but we cannot present them to th« 
American people directly, except as the press reports them. 

In other words—and this, I think, there is a proper basis for say 
ing—you cannot spend any of your administrative money to try t 
send information to the American people. 

Senator Wirery. I know. But these very charts that you have been 
talking about, if they could be presented in movies, and so forth, the 
would understand that this is a two-way street, not simply a one-way, 
street. 

Mr. Strassen. Thank you, Senator. 

This next chart shows this is the area with low standards of living: 
this is the average estimated dollar value of the annual gross national 
pre duct of the people of this area. 

You see that Japan is the highest at $241, the Philippines are next 
at $198, Formosa next at $146, and the lowest are in Burma, India, 
Nepal, and Afghanistan. 

Senator Barkxiey. If I might comment on a question asked | 
Senator Wiley about the number of American workers involved i 
our exports, it was brought out in the lengthy hearings on the Reci io- 

Trade Act, which was just passed by the Senate a day or two 
ago, that our exports, exclusive of mutual aid, gave employment 
to over 3 million American working people, and that that probably 
did not include a couple of million of those who process and handle 
imports to the United States. So that exclusive of mutual aid, 5 or 6 
million American working people are involved in the manufacture, 
the handling, the sale and distribution of our articles of foreign trade, 
going and coming. 

Would you be in a position to estimate how many in addition to 
that are involved in employment through this aid program, which is 
cumulative in its assistance to the people and the business of the 
United States? 

Mr. Strassen. It is hard to make an estimate of that kind, but I do 
know this, that the president of the American Federation of Labor, 
the president of the Congress of Industrial Organizations, and the 
past president of the National Association of Manufacturers, have 
all three supported this program. 
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This next chart shows how the Soviet bloc is intensifying its 
economic warfare in this arc of free Asia. 

This shows where they have started to make capital assistance offers 
in terms of long-term loans—Afghanistan, India, and Indonesia. It 
shows where they are making technical assistance offers in the form 





SU MUTUAL SECURITY ACT OF 1955 


of these black silhouettes, and where they offer exchange of trad 
union delegations in the form of these symbols that have blac! 
trousers and white above that. ; 

[t shows also where they have signed trade agreements with thes: 
countries in 1954. They are making an intensified economic warfar 
effort in this are of free Asia. 
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The chart on overseas Chinese shows another signi 
the area. There are a lot of overseas Chinese in mam these coun 
tries, and that is another important item to keep in mind. 

There are 3 million overseas Chinese in Malaya, there are 2 million 
of them down in Indonesia, 3 million of them in Thailand, 300,000 
in Burma, and that is an important thing to keep in mind. 
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So that you look at some of these things and you could get a sense 
of extreme difliculty, but also it is important to look and see that there 
ire great resources in Free Asia as we can see in this last chart. In 
Talia | there is iron ore and coal and manganese and bauxite and jute, 
cotton, tea, and rice; in Ceylon there is rubber, graphite, and tea; in 
Burma there is tin, teak, tungsten, and rice, there is a lot of tin; there 
s rubber, some petroleum out there in Indonesia, in Borneo; in the 
Philippines, there is chromite, hemp, sugar, and copra 
W hat it is going to take is an acceleration of their industrial develop- 
nent in which United States private industry, Japanese private indus- 
try, and the expansion of their own industry all take part, and the $200 
ili on fund added on to the country programs, operating under rather 
broad authority to the President, we believe, can be with initiative in 
Asia, and the cooperation of United States private industry, be the 
ey factor in accelerating this development in a constructive way. 
2 could not today, and I do not think anybody can say precisely how 
will take place. But you do know that there is a need for more iron 
ore capacity in fabrication, more transportation facilities, more cement 
plants, saw mills, plastic plants, refineries, as they gradually come 
forward in their standard of living and in their consumption, and you 
do know that our industry has the know-how and the skill, and is 
beginning to show some interest in the private investments to do the 
1ob. 
So it is a matter of having sort of a catalytic and stimulating effect 
and a pioneering effect in getting these developments underway. 


ASIAN FUND 


Senator Svirn. Let me ask you about the President’s fund for 
Asian economic development. Do I gather from your statement that 
that fund will be administered at the discretion of the President 
and that it is flexible as conditions may change or new opportunities 
arise ¢ 

Mr. Srassen. That is right. It is the objective of bringing forward 
the economic strength of this are of free Asia, which would be clear, 
and that the United States secur ity objective would be clear, but then 
the specific means by which it could best be done would be left dis- 
cretionary with the President as you see what the opportunities are 
that arise. 

Senator Smiru. We discussed yesterday with the Secretary of State 
the meeting that has been called in Simla, India, by some of the coun- 
tries in that area to consider how this $200 million fund is going to be 
distributed. In other words, they are going to determine what their 
own needs are. 

Do we plan to sit down and discuss with them their respective needs ? 
Is it at the discretion of the President to do that, and then work out 
the program accordingly ¢ 

Mr. Srassen. Yes. In other words, the United States retains con- 
trol of their own funds, but we welcome the initiative that the Asian 
( — ies are taking at Simla, where their experts are getting together 
and talking about their flow of future trade and of industrial dev elop- 
ment. 

It is somewhat like some of the early meetings in Europe when 
they began to discuss in their war-torn condition how they might coop- 
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erate together and improve their conditions. These technical experts 
are now meeting at Simla out in India, with participation from India 
and Pakistan and Japan (and, of course, the Japanese-India meeting 
is very important for the economic future)—and from Indochina, 
from the Philippines, and from Indonesia. These technical experts 
are meeting together to study this very problem of how they accel 
erate their economic development and how they might suggest to us 
the most fruitful ways to apply our aid assistance. 

Now, we will have complete latitude to make our own decisions. 
We welcome the initiative and the suggestions coming from the people 
who live in the area who, after all, have the primary responsibility for 
accomplishing this development. 

Senator Smiru. Is it fair to suggest then that this will be done on 
| partnership basis; that we consult each other and we are not simply 
Santa Claus handing out a bag of tricks ? 

Mr. Strassen. That is right. 

Senator Smrirn. I think that is terribly important because some 
people in this country, as Senator Langer has pointed out, think this 
Isa elveaw ay bag. 

[ maintain it is a partnership proposition. It is in our own best 
uterests for the peace of the world and for the security of the world. 
It is part of the security program; is that a correct statement? 

Mr. Srassen. That is right; and it is also important that it be done 
vith a realization that this is long-range; that you get things under 
Way, 

Senator Smrru. That is very important. 

Mr. Srassen. And that you should not have the annual appro- 
priation approach, but you provide limited resources, and then you 


uithorize those who are working on it to try to use it as constructively 
ona long-range basis as you can. 


PRIVATE INVESTMENTS ABROAD 


Senator Sarrnu. I have been advised there are indications that the 
underdeveloped areas need capital obtained either through private 
investment or public loans as much or more than they need increased 
technical assistance, 

Now, what is provided in this program to obtain and to protect 
private investment so that the whole burden is not covered by the tax- 
payers in grants alone? Does this plan contemplate private invest- 
ments abroad ? 

Mr. Strassen. That is right. We want to shift it to private invest- 
ment, to the private investment side. I think we might have a chart 
on private investment, but Iran is quite an example of that. 

When Iran was in great distress we had to move in with govern- 
mental funds to help Iran and get them on their feet. But now with 
a new oil settlement in which United States companies, as well as the 
british companies are participating, you will have the development 
of their own resources, and a profitable relationship for all the coun- 
tries that are involved. The same thing applies in other parts of the 
world. 

We have indirectly covered most of the remaining portion of my 
statement, and if I could put the rest in the record 

The Cuarrman. You may do so, Governor. 
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Mr. Srassen. Then I could cover the rest of the questions emphasiz- 
ng the small amount in Africa is more—it is small, but again it con- 
erns the long-range future, and the broad principle, which I stated 
it the conclusion of the statement, that we are here working on 
matters that are so significant to the future of our own country. 

I would just say that I have been proud to have been associated 
with this great effort, and I strongly urge that the Congress of the 
('nited States authorize its continuation as recommended by the Presi- 
dent as a critical contribution toward the creation of peace and security 
for our Nation and for the world in which we live; and I might say 
that I, as I think the gentlemen of this committee know, have always 
endeavored to be objective in everything in which I have been associ- 
ated. But perhaps it is more easy for others to credit me with objec- 
tivity now when it is clear that my own work goes to other fields, and 
| am presenting this program for its on-going administration in the 
(rovernment. 

The CuarrMan. Governor, we thank you, and we will have your 
statement included in the record. 

Mr. Strassen. Thank you. 

(The prepared statement of Mr. Stassen follows :) 


STATEMENT OF HAROLD E. STASSEN, Drrectror, FOREIGN OPERATIONS 
ADMINISTRATION 


Mr. Chairman, members of the committee, in a message which was sent to the 
Congress on April 20, President Eisenhower requested authority and funds in 
the amount of $3.53 billion to carry out the mutual security program during 
fiscal year 1956. As the President indicated in his message, and as the Secretary 
of State has confirmed in his statement before this committee, this program, 
directed toward the fixed and unwavering objective of a just, prosperous and 
enduring peace, is an indispensable part of a realistic and enlightened national 
poliey for the United States. 


ELEMENTS OF NATIONAL INTEREST 


Before going into the details of the program before you, I should like to under- 
ine the basic considerations on which it rests, and the elements of our national 
interest which it serves. 

It is fundamental and it is obvious that the security of the United States de- 
pends on strong allies throughout the free world, and cannot be achieved in isola- 
tion. In this program we are attempting to create a posture of military strength 
among our allies, through the furnishing of weapons of war, training, and the 
supplies which any military establishment must have if it is to be effective. 

Military strength must rest on an adequate and sound economic base, however. 
Many important nations throughout the world, engaged with us in mutual de- 
fense efforts, lack such a base. This program therefore contains a request for 
funds necessary to help provide the means for effective military efforts by our 
allies, and at the same time to sustain a momentum of forward progress in 
necessary economic development. 

This program also recognizes that the threat of the common enemy of free- 
dom, international communism, is not expressed solely in terms of potential mili- 
tary aggression. Equally perilous is the threat of takeover through subversion, 
which feeds on economic weakness and resultant political instability. A ma- 
jority of the peoples of the free world, and their governments, are now engaged 
in a complex struggle against these conditions. If this struggle fails, the chances 
for ultimate peace and security in the world will be gravely weakened. The 
mutual security program through development and technical cooperation assist- 
ance to underdeveloped areas can help greatly to determine the results of this 
struggle. 

The President has described the major elements of the mutual security pro- 
gram in his recent message. There is a continuing emphasis on the need for 
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meeting direct military requirements for our mutual defense, and $1,717.2 mi 
lion is requested for this purpose. 

In order to move toward attaining the economic strength necessary to mair 
tain the defense efforts of our allies, $1,000.38 million is requested for defense su, 
port assistance, principally in the Asian area. 

TECHNICAL COOPERATION 

Continuing emphasis is placed on the technical cooperation program, now op 
erating in 60 countries and territories throughout the free world. This long 
range and successful program is unique in its importance to the foreign policy 
of the United States Government and as an expression of the great humanitaria: 
instincts of the American people. One-hundred-seventy-two million dollars is 
requested for this activity, including contributions to the United Nations tec] 
nical assistance program. Sixty-three contracts with outstanding American uni 
versities for constructive association with leading universities of other natio1 
are now in effect. They are especially effective and significant. 

\ number of free nations in the less developed areas of Asia, the Near East 
and Africa, and Latin America, require special economic support in order 
sustain their own substantial efforts toward reaching levels of economic ad 
vance which will raise the pitifully low living standards of their people, and 
thus remove the basic cause of political unrest. These countries, although not 
engaged in direct military arrangements with the United States, are determined 
to remain free and independent of domination by outside powers. It is in ou 
national interest that their efforts succeed, and $165 million of development as 
sistance is requested in order to assist in this process. 

Two hundred million dollars is requested for the President’s fund for Asian e 
nomic development, a long-range program designed to provide an important 
margin of economic support for the future development which must occur in 
this area if the free nations of Asia are to realize their potential as effective 
partners toward peace and well-being throughout the world. 

One hundred and seventy-five and five-tenths million dollars is requested for 
carrying out of special programs, including contributions to the United Nations 
Children’s Fund, the relief and resettlement of Palestine refugees, other multi- 
lateral programs for assistance to escapees and refugees around the world, and 
ocean freight and other necessary costs incident to the furnishing of relief needs 
through United States voluntary agencies. 

One hundred million dollars is requested to provide the President with a spe- 
cial fund for meeting unforeseen emergency requirements of either a military or 
an economic nature throughout the world, without having to divert funds already 
earmarked for high-priority needs in the regular mutual security program. 

In this current year and in the program proposed for fiscal year 1956, there 
is a basic shift of emphasis away from the highly developed and industrialized 
areas of the world toward other critical areas. 

We are pleased to be able to report that no further economic assistance is 
requested for the original Marshall plan countries in Europe. The degree of 
economic recovery which these countries have achieved since the dark days of 
148 stands as shining proof to all the world of the progress that is possible 
under a system of free institutions and national self-determination. The United 
States can indeed be proud of the crucial role which it has played in the success 
of this vital effort. 

While undertaking the great task of rebuilding their economies, the countries 
of Western Europe have also joined with us in the creation of significant mili- 
tary strength through partnership in NATO. Military assistance in substantial 
quantities from the United States has helped in this effort, and further support 
is required in order to achieve the defense goals established by NATO. Initial 
funding for the arming of German forces, an important new element in further- 
ance of our common defense objectives, has been accomplished through previous 
appropriations for military assistance. 


DEFENSE SUPPORT 


Three key areas in Europe—Spain, Yugoslavia, and the city of Berlin—require 
continued defense or direct forces support during fiscal year 1956. $40,500,000 
is requested to support the military and related economic efforts of Yugoslavia, 
a country whose continued existence outside of the dominated orbit of the Comin- 
form is of importance to the rest of Europe. In Spain, which has recently 
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ited the United States access to valuable sites for military facilities, $28 
illion is requested in order to provide necessary economic and technical sup- 
Under arrangements with the Spanish Government, a major portion of 
local funds derived from the sale of commodities furnished by the United 
States under this program is directly applied toward meeting the costs of.the 
onstruction and maintenance of United States facilities in the area. The city 
Berlin continues to serve as the major symbol in Europe of the blessings of 
freedom as against Communist domination. Twenty-one million dollars is re- 
uested for special assistance to joint control areas, of which Berlin is the key 
vutpost, during the coming year. 
Although the economic recovery of Europe has exceeded all expectations of 
a few years ago, the countries in this area have not achieved the level of produc- 
vity necessary if they are to sustain their growth and progress. Funds are 
equested in the amount of $5,500,000 to continue technical exchange programs 
lirected toward this end. It is impossible to measure in the short run the im- 
ct which programs of this kind have in meeting fundamental economic and 
social problems. It is my conviction, however, that the promotion of understand- 
ng as to the means by which great economic and social advances have been made 
nder our system of free institutions is playing its part in rolling back the threat 
f Communist subversion and domination on the continent of Europe. We have 
noted with particular interest such recent events as shop-steward elections in 
Italian plants during the past month which gave the free-trade unions 63 percent 
of the vote in the same plants where a year before Communist-controlled unions 
ad received over half of the vote in a similar election. 


LATIN AMERICAN ASSISTANCE 


In South and Central America the most significant results for our mutual ob- 
ectives flow from the very large trade, the extensive private investment, and 
the loans of the Export-Import Bank and of the International Bank for Recon- 
struction and Development. Through these measures and the great efforts being 
made by individual countries in the area, remarkable economic growth is taking 
place, 

Conditions of widespread privation continue to exist, however, for large masses 
f the people. In order to help correct these conditions, we are proposing a con- 
tinuation and slight expansion of our successful technical cooperation programs 
in this area, and $31,500,000 is requested for this purpose, including a contribution 
to the multilateral activities carried out in this field through the Organization of 
\merican States. In addition, funds are requested in the amount of $21 million 
for development assistance to meet critical economic problems in two key coun- 
tries of the area, Bolivia and Guatemala. Bolivia must find a means within a 
relatively short time to diversify its economy and to lessen its dependence upon 
the fluctuating prices and demands for its tin production. In the case of Guate- 
mala, successful rapid economic improvements in certain fields should take place 
for the success of the new anti-Communist government. 

The total of technical cooperation and development assistance funds requested 
for Latin America is $52,500,000. 

The most immediate threats to world security and stability are now centered 
in Asia. As I have indicated, the preponderance of funds requested of the Con- 
cress for fiscal year 1956 are required toward meeting the threats to this area, 
vhich is our most pressing concern, in need and challenge and in potential for 
success or failure for the free world. 


ASSISTANCE TO ASIA 


Asia is the focal point of present Communist pressure and the area whose 
iture direction, either toward domination by communism, or freedom and inde- 
pendence, will be crucial in the long-range struggle of freedom against oppression. 
In addition to direct military assistance in the form of weapons and training, 
funds are requested in the mutual security program, in the amount of 


317,500,000 to meet the defense support and direct-forces support needs of 
countries in the area which are under the constant threat of overt Communist 
aggression as well as internal subversion. A major part of these funds is pro- 
posed for programs in Korea, Formosa, Cambodia, Laos, and Vietnam, all of 
vhich are confronted with situations of extreme crisis. Funds are also included 
Within this amount for similar types of support to Pakistan, Thailand, and the 
Philippines, who have firmly and courageously taken their stand on the side of 


Ss] 
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freedom against aggression and are members in the Manila Pact organization 

Funds are also requested for a continuation of development assistance to 
other countries in South Asia, principally India. The 370 million people of India 
are now engaged in an effort, unprecedented in history, to wage a successfu! 
struggle against disease, poverty, illiteracy, and general economic distress, under 
a democratic form of government. The eyes of all of Asia and in fact of all the 
world are focused on this great effort, and are comparing it closely with the 
claims of progress being made by their great neighbor to the east under totali- 
tarian rule. The recent elections in Andhra, in which the Communist forces 
were completely and surprisingly overwhelmed, are an example of real progress 
If this progress is to be continued the momentum of economic development must 
be increased, and it is proposed that the United States continue to play a mar- 
ginal but important role in this process. During the current year India received 
a higher percentage of its aid on a loan basis than any other country under thé 
mutual security program. It is anticipated that a major part of the assistanc 
proposed during fiscal year 1956 can be furnished on a similar basis. 

An important new element in the proposed mutual security program for the 
coming year is the President’s fund for Asian economic development, a new con- 
cept of assistance toward helping to meet the critical needs of all of free Asia 
for orderly, long-range economic growth. Within the are of free Asia 770 million 
people, or one-third of the world’s population, reside. The territory possesses 
abundant resources and fertile lands, but under development is everywhers 
apparent. 

The accelerated development of the countries in this area will depend largely 
on their own efforts. Others can and should help. But the United States has 
the capacity and the concern to take a helpful and friendly role. 

We can assist in providing and mobilizing capital for useful and constructive 
development. We can encourage and facilitate our successful private industry 
to join with the people of free Asia in building their own private industry. We 
can consult and advise on the way in which a nation with freedom for its people 
builds upon a successful independent economy to achieve better clothing, better 
housing, and the whole range of facilities, services, and production for a steady 
advance in standards of living. 

The President has requested $200 million for this special program, to be made 
available for obligation and expenditure over a period of years. It is important 
that we move deliberately and carefully in this program, in order to insure that 
our investment produces the best possible result in the long range. We must 
permit ourselves and the countries of asia the time to examine and agree upon 
steps which will further useful development for the region, through cooperative 
arrangements such as the Colombo plan consultative group. Persistence, patience, 
care, and understanding, coupled with prompt effective action, are the keys to 
the success of this program. 


MIDDLE EAST 


During the past year considerable political progress has been made in the 
Middle East. The Iranian oil dispute has been settled. Egypt and the United 
Kingdom have settled their differences over the Suez Canal. The beginnings of 
a Middle Bast defense structure have been made, on the initiative of countries in 
the area. Grave problems remain, however, which must be solved if future secur- 
ity and stability are to be achieved. 

Assistance is proposed in the mutual security program for continued support 
to our stanch NATO allies, Greece and Turkey. Both of these countries are 
maintaining military forces at a level agreed to be necessary within the NATO 
defense structure, and they have on their own initiative taken steps to improve 
security arrangements in the Balkan area. Turkey has, in addition, taken positive 
steps in building the foundation for mutual defense within the Middle East re- 
gion. Both of these countries have made tremendous economic advances in recent 
years, and the degree of their dependence upon assistance from the United States 
has been reduced. Continuing support will be needed, however, if they are to con- 
tinue to develop at a rate necessary to sustain their military forces and at the 
same time provide a decent standard of living for their people. 

Although the settlement of the oil dispute should ultimately result in substan 
tial revenues which will insure necessary advances toward security and economic 
development in Iran, the country faces critical months ahead in meeting its 
immediate requirements in both the military and civilian sectors, and funds are 
being requested to meet this need through defense support and direct forces sup- 
port assistance during fiscal 1956. 
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In addition to technical cooperation and military equipment and training, the 
mutual security program proposes a total of $120 million in defense support and 
direct forces support assistance for Greece, Turkey, and Iran during the coming 
fiscal year. 

Critical tensions still exist, unfortunately, in the Arab States and Israel, 
although we are encouraged by recent evidences of constructive attitudes toward 
reaching a solution of the international water problems in the Jordan Valley. 
$73 million of development assistance is requested for the Near East and Africa 
to meet critical economic needs during the coming fiscal year, and an additional 
$65 million is requested to provide relief and resettlement assistance for Palestine 
refugees, if we are convinced that such assistance would result in measurable 
progress toward the solution of this tragic problem. 


AFRICA 


The mutual security program reflects the continuing sympathetic interest of 
the United States in the problems faced by the peoples and governments on the 
continent of Africa. This vast area is of growing importance to the free world not 
only in terms of its dependence upon the great natural resources of the continent, 
but also in terms of the attitudes and development of Africa’s millions of inhabit- 
ants. Technical cooperation programs have been carried on successfully in the 
independent countries and in certain of the dependent territories of Africa, and 
it is proposed that these programs be continued during the coming year. The 
success of the technical cooperation program in the brave and friendly country 
of Ethopia is an example to Africa and the rest of the world of the constructive 
progress which can be made through partnership in this type of long-range 
program. 

Department of Defense witnesses will testify on the details of the military 
assistance program, for which $1,400 million of new obligational authority is 
requested during fiscal year 1956. It is important to the security interest of the 
United States that this program be continued. Even more than in the case of 
our own national-defense program, expenditures on military equipment must be 
extended over a period of years. Apart from the long lead time required to 
actually produce the complex weapons of modern warfare, the entire military 
assistance program must undergo continuing study and review in the light 
of changing strategic concepts and the development of new weapons of war. 
Flexibility in programing for this type of assistance is more essential now than 
ever before if we are to provide our allies abroad with the means for truly effec- 
tive partnership in our common defense. 

As I indicated earlier, funds are also requested in this program for carrying 
out a variety of important special programs through multilateral organizations 
and voluntary agencies. 


CRITICAL PROBLEM OF ESCAPEES AND REFUGEES 


One of the most critical problems faced by the free world today is the dis- 
position and welfare of escapees and refugees from behind the Iron Curtain. 
The past 10 years have seen marked progress in the combined efforts of free 
nations to reduce the number of homeless and to give interim care and protec- 
tion to those in need. Meanwhile, new refugees and escapees from the Com- 
munist areas seek the asylum and assistance of the free world, to which they 
are fleeing, often at the risk of their lives. The United States has manifested 
the deep concern of the American people over this problem, through direct aid 
and contribution to established multilateral organizations. In carrying on the 
varied elements of this important work, the Congress is strongly urged to 
approve specific proposals for authority to continue the leadership of the United 
States in these activities, through our own escapee program, the Intergovern- 
mental Committee for European Migration, and the Permanent Solutions Pro- 
gram of the United Nations High Commissioner for Refugees, authorized by the 
United Nations Assembly last year. 

In his message to the Congress, the President emphasized the unique and 
fruitful accomplishments of the participation, largely in humanitarian proj- 
ects, of 47 voluntary organizations representing many millions of American 
citizens. It is my belief that the work of these organizations has played a tre- 
mendous role in demonstrating the benefits of our way of life throughout the 
world, in addition to the important material work which they have accom- 
plished. Funds are requested in the mutual security program which will per- 
mit continued support of the efforts of these organizations, largely through meet- 
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ing ocean freight costs on items obtained through their own resources and on 
surplus agricultural commodities which they distribute to critical areas of need 
around the world. 

The Congress has recently authorized the use of funds for contribution to 
the United Nations expanded program of technical assistance for its activities 
during the remainder of this fiscal year. The mutual security program request 
for the coming year proposes the authorization of funds to permit such contri- 
butions during the 18-month period ending December 31, 1956. The purpose of 
this request is to permit necessary planning by this agency, which operates on 
a calendar-year basis, and the success of which depends on some knowledge as 
to the specific intentions of contributing nations. This program is receiving 
increasing support throughout the free world. Consistent and undiminished sup- 

by the United States, although on a basis of decreased percentage of total 
ontributions, is important to our national interest. I strongly urge favorable 
action on this special request, and on a similar request for a contribution to 
dvance the great work of the United Nations Children’s Fund. The total of 
these 2 requests is $38,500,000. 

I have described to you the major elements of the mutual security program 
and the many ways through which it serves the foreign policy objectives of our 
country. During the coming fiscal year the elements of this program will be 
arried out as a part of the direct responsibilities of the Secretary of State and 
of the Secretary of Defense, under the President, utilizing the services of the 
dedicated and efficient personnel who have been responsible for the successful 
operation of this program to date through the Foreign Operations Administra- 
tion. I am proud to have been associated with this great effort, and I strongly 
urge that the Congress of the United States authorize its continuance as recom- 
mended by the President, as a critical contribution toward the creation of pence 
and security for our Nation and for the world in which we live. 


The Cratrman. Governor, we thank you for the great assistance 
you have given this committee, not only now but in the past. 

Mr. Srassen. Thank you. 

The Crarrman. Are there any further questions now that anyone 


wishes to ask ? 


INSURANCE ON PROGRAM EXPORTS 


Senator Suirn. I understand that prior to World War II more 
than half of American exports were insured in the American insurance 
market, but during the period from January 1953 to January 1954 
the figures furnished to me indicate that only 5.21 percent of exports 
of the United States on the FOA economic assistance program were 
insured in this market. 

With respect to cotton alone, I understand whereas 80 percent of 
American exports prior to World War IT were insured in the Ameri- 
ean market, 27.7 percent exported under the FOA export program, 
economic assistance program, from January 1953 to January 1954 was 
insured in the American market. 

Do you see any reason why this act should not require that Ameri- 
can insurance be placed on a strictly competitive basis, and not go 
almost entirely to these foreign insurance companies ? 

[ have had it called to my attention by insurance people in my own 
State. I have been asked to put this question to you for the record, as 
to whether we should put langauge in the bill about competitive in- 
surance to protect our people as well as the people from foreign 
countries. 

Mr. Srassen. I will look it up more thoroughly, Senator. I know 
it is a question which has been raised at various times. 

I believe what is involved is that we require the other country to 
cover the shipment by insurance, and they tend to use their insurance 
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ompanies rather than American companies, which costs more and 
costs dollars. 

I believe that our insurance companies have done pretty well. In 
other words, I do not think that they are in distress or need assistance. 
[ think they have been having a very profitable business in total, but 
[ will look into it further and see whether there is anything that—I 
will give you a report on your question. 

Senator Smirn. We can deal with that later in the other hearings 
when we are writing up the bill. 

Mr. Srassen. Yes. 

\ report was subsequently furnished. See p. 476.) 


50-50 SHIPPING CLAUSE 


Senator Barxiey. I think that a similar problem grows out of the 
shipping of these commodities that come under this program. I 
think we adopted an amendment to the law requiring that 50 percent 
be shipped in American bottoms. I know very difficult situations 
arose because of this in regard to a shipment of tobacco which we al- 
most lost. Iam not quite sure that we did not lose it, so that you have 
to take both sides of the street when you deal with a proposition like 
that. 

If we are going to have a program like this, the point is to get it to 
its objective. If in doing so we can have our own insurance, our own 
shipping companies, all wel and good. But it is better not to lose it 
haggling over whether it should be shipped on one boat or another. 

Mr. Srassen. That is right. There is no question that we could 
move more cotton, more wheat, more tobacco, more coal, if it were 
not for the 50-50 shipping clause, because that does add to the costs. 

On the other hand, we recognize that it is important to keep a strong 
merchant marine for the United States, so you have to fit these two 
things, these two objectives, together. 

We think it would be very unfortunate if you go too far on the side 
of the use of the American merchant marine, and on the other hand, 
we also recognize it would be unfortunate if you made it too difficult 
on the merchant marine which has higher wages, higher wage costs, 
and so forth. 

You have to strike a balance, and this last law passed which raised 
the question of whether the third-leg shipments, that is the shipments 
from, we will say, the United Kingdom of some goods we bought there 
to Israel, whether that also had to be carried 50 percent in United 
States bottoms, we think that is going too far. It makes it too diffi- 
cult to carry out the program; and, as you say, the result that you 
are likely to have is that nobody gets the shipping business because 
you do not move the goods at all. Clearly in the 50-50 situation, both 
sides of the 50 are better off, because these goods move; because if 
you are not moving these goods, it is not only the other country that 
would suffer, the shipping business would have less business too. 

Now, this is a complex business, but it is important that nobody 
reaches too far or ev erybody will lose in the process. 

Senator Smiru. Governor, I have here a statement from the press, 
coming from the United Nations to this effect. The United Nations 
report recently stated that the foreign aid to the free Asian countries 
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outside of Ja Lp an be tripled, from S$] billion to $3 billion to spur eco- 
mic deve lopm 1e ne 
‘iow far does s bill go toward meeting adequately free Asia’ 
] 


needs in eek _ ave lopment ¢ Of course, it does not cover it all. 
Mr. S ssEN. We are not proposing any magnitude like that, ( 


uurse, but we are proposing a significant expansion, which, I thin! 
used, Cal do the job. 
| it the resources _— are in Asia, help to bring o 
here. and now tends to be buried or to be hidd 
prod I ve things. \ 5 araAcaiin loose} ip the econo 
vet ther vO) oF with more private inves ment. 
“ SM } >) phas zing here that 








Senator Smirn. And encouraging their ow: self-development ; 







if thos who have help those vi ho have ! 





help themselves, both will benefit. 

Senator Smiru. I am dvi ed that the emergency aid program 
Chinese and Korean students will terminate on June 30, 1955. H 
ve any concern WV th the student question in this bill, or is that 












atisa separate matter 















senat SMITH. Do you car ‘to comment at this time on the Pa 
1 grain situation that has been in the papers, although the matte 
t before this committee ? 

Mr. Srassen. Only that I feel I took the right action in cancelll 0 

! OY, pes 7 1 san ae + 
and s irting over with a new engineer, and that no Unite: 

“Tate ad cat ave book eapebalied on it. 

Senator Smirn. That has been the disposition of the matter 





all ] have, Mr. Chairman, it the mome 
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LANGER. Governor, the Washington Star recently had 
article indicating that the strongest propaganda that Commun 
ave is the fact that when they go into a country like Red China, they 
divide up the big estates and enable the poor man to get a small pl ece 
nad. I would like to have your comments as to what is being ce he 
n Indonesia, and the other countries you mentioned a while ago, 
t breaking up the big estates. 
Mr. Strassen. We are working with most of these countries on what 
called a land reform program, which is to make a better use of the 
ind. It is not the ¢ vo approach of shooting the landlord and 
cutting - his land, but it is an approach of trying to do more like the 
situation in North Dakota where you get individual farmers on their 
ow! we sucosusfalle farming and raising products, and we try to 
move in that direction. 
The program of the United States in Japan, you know, did move 
hat way for se ate ownership of land, and it has worked out suc- 
essfully. And in India they are breaking up some of the huge old 
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states that go back to the colonial period, und dividing up the acreage 
a more efficient basis. 
Senator Lancer. The Washington Star article said that Chiang 
Kai-shek was getting 2 lot of support because he put in a land-reform 
program. Do you know anything about that ¢ 


Mr Srassen. Yes: we worked with that very actively, and it has 


been a very successful program. 
= itor LANGER. In Guatemala the peasants revolted, as I unde 
tand it. because of the fact that they had large estates and the pe ople 
ontrol would not divide them. The peasants could not own a piece 
of land. Sothe revolution there, and later on the United States entered 
ire, not o nly behalf of the United Fruit Co., but for other 
rge landowners, wit! the result now that the agrarian law has been 
pealed. The revolution which was put down is being fanned again 
b those peasants who are unable to buy a smal] piece of land there. 
i 


Vould you care to comment on that, Governor ¢ 

Mr. Srassen. Yes. Our mission director in Guatemala is working 
th the Government toward a sound land-reform program. 

Senator Lancer. Do you mean you are advocating that these people 

Iped so that they can buy a small piece of land for their ow: 

( aunt 

Mir. Srassen. That is right. 

Senator Lancer. What success have you had in Asia with that? 
Mr. Srassen. Considerable success in Formosa, in India, in Korea, 
he Philippines, Iran, Pakistan, a very active program in most of 
hese ntries, looking toward that kind of a reform. 

Senator Lancer. Would you say you had more success in India 
1an in other countries ? 

Mr. Srassen. No. I would hesitate to put one above the other. 
Phat would take a special evaluation that I would not just make off 


Senator Barkiey. Is u not largely true that if the governments 

hich have been in existence over the years in these countries, many of 

m to which you have re eferred, had themselves adopted a forward 
looking progressive land-distribution program, we would not now 
e confronted with as much communism as we are faced with? 

Mr. Strassen. I think that is true. Of course, in many of thes 
CONAN) es they were under colonial jurisdiction until quite recently. 

enator Bar KLEY. Yes. But that is included within the gover: 
ments that were in control of them. It has been a very shortsighted 
} olicy, it seems to me, but we cannot correct al] these e vils overnight. 

Mr. Srassen. It is interesting to note apparently one of the weakest 
sides of the whole Communist economic system is proving to be thi 
agricultural, 

In other words, with their collective farming, they have what the 
peasant considers to be an evil agricultural system, and it is not as pro 
ductive as the system of individually owned and operated land, and 
that is proving to be a weakness of the whole Communist totalitarian 
ind collectivist system. 

Senator Smrru. Governor, I want to commend you on this presenta 
tion this morning. I think it has been one of the clearest presenta 
tions of our foreign aid program I have ever heard. I think it indi 
cates the progress we are making in our approach and our philosophy, 
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especially to the underdeveloped areas of the world where these people 
are seeking freedom, independence, and self-determination which, after 
all, may be the very key to the ultimate peace and the establishment 
of sec rity. 

[ commend you, Governor, for what you have done for us. 

Mr. Strassen. Thank you, Senator. 


UNEXPENDED BALANCES 


May I make this final comment: As I leave this program, I might 
touch upon what has always been one of the most difficult things and 
that is the matter of carryover funds. 

As we conclude our program, that is, I conclude my responsibility 
on June 30, there will be in the program an estimated $6.7 billion of 
unexpende d funds, all committed and programed and obligated, but 
unexpended on the military side, and approximately $1.9 Dillion on 
all the other kinds of programs, and it is always a matter of misunder- 
standing as to why then do you need new authorizations and new 
appropriations. 

The reason is that, as you work on these kinds of objectives around 
the world, it takes a long, long time to carry them out. 

Just veste rd: ay the treaties were de] osited for Germany coming 
into NATO and developing a German aaa strength. 

Four years ago the Congress first appropriated money toward those 
German divisions that were needed, and every year that has been car- 
ried over since. Every year it has been a subject or argument of why 
is there a carryover. But if you had pulled that money back during 
these 4 years, you would tend to restrict the chance of ultim: itely reac +h- 
ing the day when you accomplish your objective. So it is in country 
ane country, when you start out on these objectives of building se- 

‘ity strength for a long time, of strengthening the educational sys- 
tems and the economy and reforming the agriculture, we cannot move 
and should not move until Congress approves and appropriates the 
money, but when you do appropriate the money, then it must be looked 
upon and realized that it will take a long time to carry it out. 

Difficulties arise, naturally slowness is there, problems of agreement, 
but if you do not keep the lead-time money, if you do not keep the 
carryover, then you tend to restrict the momentum of the future 
movement, and a couple of years later you would find that you never 
could recapture the momentum or the lost time that was in this way 
chopped down. So that I know year after year that has always been 
one of the most difficult things to understand, which is the need for 
keeping the authority, keeping the unexpended appropriation, and 
carrying on the forward momentum of the total program. 

The Cuatrman. Governor, I wish to add that you have been most 
helpful to this committee and to this program, with your statement 
today, particularly with your charts—I hope they will be available 
throughout the hearing to assist the committee in its work. 

I wish to thank you “for your real contribution to a great objective 
program that you have tried to carry out. 

Mr. Strassen. Thank you, Mr. Chairman, and I will have working 
with your committee staff and with the committee, Mr. Chris Herter, 


my General Counsel, who will be following through, he is here at my 
left. 


Fn keane 
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Then there is Mr. Norman Paul, my Deputy for Congressional 
Relations; and then the very able deputies who have been carrying 
on major parts, Mr. John Ohly, my Deputy for Program and Plan- 
ning: Mr. John Murphy, my C ‘ontroller, who can give you any of the 
‘information concerning financial conditions, financial facts, for the 
whole program; Gen. William Riley, who is the Deputy Director for 
Management. Personnel Security, and L oyalty, that whole side; Dr. 
William Russell, former president of Columbia Teachers College, 
Deputy for Technical Services; Admiral Delany, Deputy for Natural 
Defense Assistance Control; these are my major deputies, and then, 
of course, State’s constant contact and liaison with which we work 
closely, Mr. Frederick E. Nolting, Jr., the Special Assistant to the 
Secretary of State for Mutual Security Affairs. They all will be at 
the committee’s disposal, and I will respond any time the committee 
wishes when it goes forward for its consideration. 

The Cuarrman. We thank you very much. The next public meet- 
ing of this committee will be Monday at 10:30, at which time we will 
hear from Admiral Radford, and Assistant Secretary of Defense 
Hensel, on the military aspects of this program. Soon thereafter, we 
will begin actual work on the writing up of the bill. 

Mr. Stassen. Thank you. 

The Cuatrrman. Thank you, sir. 

(Whereupon, at 12:10 p. m., the committee adjourned, to reconvent 
at 10: 30 a.m., Monday, May 9, 1955.) 
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MONDAY, MAY 9, 1955 


Unrrep States SENATE, 
CoMMITTEE ON ForretGn RELaAtIONs, 
Washington, re er 

he committee met, pursuant to call, at 10:35 a. m., in the caucus 
oom, United States Senate Office Building, Senator Walter F. 
George (chairman) presiding. 

Present: Senators George, Green, Fulbright, Mansfield, Barkley, 
Wiley, and Smith of New Jersey. 

The CHarrman. The committee will please come to order. 

Admiral, you may be seated; and you may be seated, Mr. Secretary. 

Phis is a continuance of the hearings on the mutual security pro- 
gram. We are operating without the formal bill, basing the hearings 
largely upon the ee submitted by the President. A 
bill, of course, will be introduced during the course of the week. 
Admiral, we are very glad to have you with us this morning. And 
f you wish to, you may make whatever statements you have to make 
to us without interruption, or yield to an interruption as you go along. 
We will leave that entirely with you. And, of course, if you are asked 
questions that you do not think should go on the public record, please 
io not hesitate to say so, and your wishes will be respected. We will 
have an opportunity in executive sessions to ask some other questions 
of you during the course of the hearings on this Mutual Security Act 
for 1955. 


STATEMENT OF ADM. ARTHUR RADFORD, CHAIRMAN OF THE 
JOINT CHIEFS OF STAFF 


Admiral Raprorp. Thank you, Mr. Chairman. 

Mr. Chairman and members of the Senate Foreign Relations Com- 
mittee, I appreciate this opportunity i appearing before your com- 
mittee on behalf of the Department of Defense in support of the 
Mutual Security Act of 1955. Although the Department of Defense 
supports the entire mutual security program, I shall confine my 
remarks for the most part to that portion over which the Department 
f Defense has primary cognizance. That, of course, is the military 
portion of the program, namely, mutual defense assistance and the 
related direct forces support. 


SUPPORT OF THE PROGRAM 


First of all I would like to state that the military aid program is 


part and parcel of the United States Defense Department program 


Che expenditures abroad in support of our alliances do not differ in 


g 
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purpose, scope, or objective from our own military ere s. The 
fact that this part of our program is not included in the Defense 
Department budget is more a matter of procedure and administration 
than of substance. In this connection I can assure you that were it 
not for the strength which has been generated in the past 5 years 
by our allies—and in most instances made possible by our military aid 
programs—the requirements of our own program would be much 
larger. 

Our security today is inextricably bound with that of the other 
nations of the free world. Our plans and programs must be worked 
out in cooperation with our allies in order to obtain maximum effec- 
tiveness in the deve gory" and employment of forces and facilities. 
In this mutual effort, each ally should play a part commensurate with 
its capabilities. 

POOL OF COLLECTIVE STRENGTH 


Although we have spent a great deal of money on our military as 
sistance programs they have paid large dividends and will continue to 
do so. These programs have resulted not only in greatly improved 
collective strength, but they have made it possible for the individual 
countries of the Free World to concentrate on the development of 
those forces which constitute their most effective contribution to the 
whole. ‘Together these nations provide a pool of collective strength. 
If we are to be adequately prepared and simultaneously maintain a 
stable economy for the long pull, our forces must generally comple- 
ment each other and constitute balanced forces on a global scale. 

This balance can best be attained by each nation contributing to the 
pool those forces and facilities that it is most proficient and best ca- 
pable of developing. In view of our vast industrial capacity, tech- 
nological ability and limited manpower, we believe that the most ef- 
fective contribution which the United States is capable of making con- 
sists of complex technical weapons and equipment, modern air and 
naval power, and highly mobile offensive combat forces backed up by 
ready reserves. On the other hand, we feel that the other allied na- 
tions can most efficiently provide in their own and adjacent countries 
the bulk of the defensive ground forces and local naval and air power. 

It would be a dangerous misconception to assume that our su- 
periority in modern weapons has reduced our need for allies. In my 
opinion, the free nations’ coalition can ill afford to let the Iron Curtain 
ring down on additional countries of the free world. Though it often 
seems unclear, and is sometimes deliberately obscured, Communist 
domination means that more resources will be harnessed to their war 
machine and may be turned against us. Every resource added to the 
Communist bloc constitutes a subtraction from the total of the free 
world. In effect, the relative gain is therefore double the apparent 
gain. If communism is permitted to gobble up parts of the world one 
by one, the day could come when the Communist bloc would be so 
power ful that no corner of the world would be safe. 


NEED FOR MILITARY ASSISTANCE 


[t is virtually impossible for many of the nations of the free world 
to maintain and equip sizable forces without our assistance. The Re- 
public of Korea and the Republic of China are two outstanding ex- 





t 
‘ 
: 
i 


seman 


a ere 


MUTUAL SECURITY ACT OF 1955 99 


mples. Today the Republic of Korea has 21 ground divisions on ac- 
tive duty. The forces of the Republic of China are significant in num- 
bers and have been steadily strengthened since 19 51. These troops are 
well equipped and highly trained. Combined with the mobile forces 
which we can contribute the *y constitute together a bulwark of strength 
on the side of the free world in the western Pacific. 

Furthermore, the generation and maintenance of this allied strength 

as permitted the United States to redeploy ground divisions from 
that area and to reduce the total number of troops that we must main 
tain on active duty. It has permitted us to concentrate on the deve 1. 
opment of those complex weapons, equipment and forces which we are 
more proficient in developing than are many of our allies. This is 
an example of balanced forces on a global scale. 


MDAP A PART OF OUR NATIONAL SECURITY PROGRAM 


Thus you can see that the mutual defense assistance program is an 
integral part of our own national security program. It is designed to 
generate essential military strength in the free world which is com- 
Paper by our own national forces. Such a program can hardly 
be labeled a giveaway program. On the contrary it is an essential and 
realistic one from our standpoint. One basic fact which cannot be 
disregarded is that the United States alone does not have available, nor 
could we maintain on active duty for an indefinite period, the forces 
necessary to match the Communist bloc in manpower at every possible 
point of aggression around the globe. We need each and every one 
of our allies and they need us if we are to maintain stable economies 
it home and at the same time remain adequately prepared to meet the 
Communist threat of aggression, not just this year or next year but 
for an indefinite period ahead. 

There are many valid reasons why it is more advantageous for us 
to assist our allies in maintaining their own national forces, especially 
ground forces, than it is for us to provide United States soldiers. Be- 
sides the lack of such unlimited manpower resources that would be 
required, the costs would be prohibitive even for this country. In 
addition there is a psychological question of national pride and will 
to resist communism that is most important. Furthermore our sup- 
port under the military assistance program has been supplemented by 
large expenditures by many of those allies on their own. In the ag- 

regate I am convinced that our mutual defense assistance program 
is our best instrument for building up and Saaetanaiee the collective 
strength of the free world for the common defense. 


DEFENSE ALLIANCE EXPENDITURES 


We cannot be secure without our allies and they cannot be secure 
without us. It is clearly a case of interwoven self-interest. Our 
security and that of our allies are in reality one and the same. It was 
in recognition of this fact that the United States Government has de- 
veloped a series of bilateral and multilateral agreements with our 
allies chromenaat the world. The expenditures made for equipping 
and maintaining United States forces at strategic areas abroad are 
never called aid. Neither should essential expenditures which sup- 
port these alliances and enable our allies to equip and maintain their 
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we believe is the most satisfactory way to deal with the world situa 
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trying to work on a “Fortress America” concept, we are working o1 
the idea of alliances. 

Senator Green. My point in asking these questions is that I think 
the ] ublic ought to be better informed as to w hat the nature of mutual- 
Ity 1s. 

\dmiral Raprorp. I might read just this one excerpt from the 
Mutual Security Act of 1954, section 141: 

Conditions of eligibility for assistance No assistance shall be furnished under 
this tithe to any nation or organization unless the President shall have found 
that furnishing such assistance will strengthen the security of the United States 
and promote world peace 
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Senator Green. Does the President give his assent to that in each 
individual case ? 

Mr. Henseu. Yes. 

Admiral Raprorp. Yes, sir. 

Mr. Hensev. Let me say that is not done each specific time some 
equipment is sent in, but there is a general approval by the President 
that a nation — S. 

Senator Green. Each separate nation ? 

Mr. Henseu. Yes, sir. 

Senator Green. T = is in the form of written approval ? 

Mr. Henset. Yes, si 

Senator Green. T adie you; that is all. 

The CuatrMan. Senator Wiley? 


UNEXPENDED BALANCE 


Senator Witey. Admiral, the unexpended balance is very large, and 
[ think that, if you can briefly give the American people that picture 

it would be helpful. As I understand it, a large portion of it has been 
contracted for and is in the pipeline. I would like to have your own 
statement on the subject. 

Do we need this full program here of $3.5 billion, in view of this 
large amount of unexpended balance ? 

Admiral Raprorp. Well, Senator Wiley, I am not an expert on the 
details of the appropriation acts, but I feel that it is really a technical- 
ity to call this balance une xpe snded. 

Senator Wirry. Why? 

Admiral Raprorp. Because we have committed these funds to defi- 
nite programs and it is the time lag that you mentioned which prevents 
us from showing an expenditure. In other words, the money is com- 
mitted to procure material in most cases, but we cannot make an 
expenditure unless we actually ship the material, and because of the 
long lead time for certain items a balance on hand is shown which is 
not a flexible balance. In other words, it is committed. 

Senator Witey. Will you illustrate so that the general public can 
understand just what you mean when you say that it is committed but 

not expended? For instance, what kind of an item or items would you 
contract for, and how long does it take before they are built and ready 
to be delivered and so forth ? 

Admiral Raprorp. Well, probably the best example is in the aircraft 
field where we decide on a program which involves the delivery of 
aircraft to a particular country. We do not carry an excess inventory 
of aircraft. We can get those aircraft in 1 of 2 ways: We can take 

reraft from our Air Force inventory, as they, in turn, are replaced 
by new aircraft, but the only way we can deliver aircraft immediately 
would be to reduce our own active combat inventory or our inventory 
of active aircraft. So that actually, when we fund an aircraft pro- 
gram from one of these annual appropriations, we have the delay 
while new aircraft are actually built before we can start the delivery 
of aircraft to a country. And that is usually in the neighborhood of a 
vear and a half to two years. 


SiR MEE cierto aes 
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Senator Witey. Can you give us substantially the amount that will 
have been contracted for by the first of July, so that while it is not paid 
out it is hable for expenditure ? 

Admiral Raprorp. I think Mr. Hensel is prepared to give that tes- 
timony, sir. 

Mr. Hensev. Senator, assuming that our program for fiscal year 
1955 is approved by FOA, we look forward to having practic: a“ 
all of the unexpended balance except for a hundred million, or mayb 
$150 million, obligated by June 30. 

oe nator WILey. By obligated, you really me l seneeoniees for, so 

1at there is a responsibility on our part to take care of the contract. 

Ar. Henset. That is quite correct, sir. You re: al that before 

can make a contract we must have the money in hand ¢ 

Senator Winey. Yes. 

Mr. Hensex. Consequently, if you are placing a contract for, let 
us take aircraft as Admiral Radford did, which takes about 2 years 
to produce and deliver, you must have all of the money on that en 
tire contract in hand as of the day that you place the contra: 

Senator Winey. Well, I think you have made it very ¢ lea 

Admiral Raprorp. Could I add a word there, Senator ’ 

Senator Witry. Yes. 

Admiral Raprorp. In the past—going back 10 or 15 years, we used 
to get contract authorization without appropriations for long lead- 
time items in the services. If we were under that system today, we 
would be using it in the aid program and in the services without any 
large balances in our hands. We would just have the authority of 
the Congress to make the contract, and then each year we would ask 
Congress to appropriate the amount of money that we expected to 
spend during the next fiscal year. 

I think it is very confusing, both in this instance and in the instance 
of the regular Department of Defense appropriations, to talk about 
these large balances because we used to have them under a contract 

a ization appropriation in the same way, but it did not show up 
. balance because we actually got the money on an annual basis. 

Se nator Witny. What you might say is that when a contract was 
made, you would try to raise the funds to pay what you owed. 

Admiral Raprorp. Yes, sir. 

Senator Witxy. Now you must have the fund on hand. 

Admiral Raprorp. Yes, sir. 

The Cuarrman. May I ask, at this point, Admiral, if you have the 
same lag so far as our own defense appropriations are concerned ? 

Admiral Raprorp. Exactly. 

The Cuatrman. You have exactly the same situation? You have 
large so-called unexpended balances that are necessary to keep up the 
defense of the country ? 

Admiral Raprorp. Yes, sir. 

The Cuatrman. Yes. 

FLEXIBILITY 


Senator Witey. Now, there is just one 1 r que * ion in relation to 


; that item. I think you said that possibly by July 1, all except a rel- 
ig atively small amount, a hundred million or so, Y ocd be contracted 
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li does, sir. 


ASSISTANCE TO JAPAN 


Senator Wier. What about Japan; is her rearming program sat- 
factory 


Does this program make provision for Japan ? 


al Raprorp. We are maintaining, Senator, a regular program 


ind this particular request would include the part of the 
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Admiral Raprorp. No, sir: I do not 


te i ULBRIGHT. Can you give any reason, or perhaps Mr. 


Hensel can, of why these items are 1 ied LO Go} ithe il 
e defense budget ? 

ir. Hensev. I think, Senator Fulbright, it 1 matter of hi ory. 

[t started that way and we have continued it that way. I 1 c elthel 

ethod would be entirely acceptabie. Very ral vy. we have bee 

ioOlng this way on the assumption that is the wv L\ Congress pre 


rred, and ve have been perfectly will o to have it go that w 
hich economic assistance and the military are considered together 


trom the standpoint of foreign relations. I believe that either is per 


fe thy logical so long as the fact that it is be ne considered separately 
it obscure the real significance of the military and defense sup 
port sections, 

Senator Futsrient. Well, just becau t's nm done that wav is 
ot a very good reason that it continues to be done that way. ; 

Mr. Henseu. It is. of course. a little bit of who takes 
for making the change. 

Senator Funtsrigut. The reason for taking the initiative is the dif 
ficulty of obtaining funds under this authorization compared with 
your military authorization. Several times recently the Congress, 
ustead of cutting the military appropriation, has increased it even 
beyond the request. You are familiar with the $5 million Congress 
gave to the Air Force not long ago, above what was requested. It 
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would seem to me that is a sufficient reason, if vou would observe thx 
fate of these bills in Congress, to shift everything you can under the 
military authorization. 

Mr. Hensev. We just want to make you realize this is also military, 
even though it comes up under a different guise. 


STRENGTHENING OUR COLLECTIVE ALLIANCES 


Senator Futsricut. This bill usually gets cut every year, doesn’t it? 

Mr. Henseu. There have been cuts, I regret to say. 

Senator Funsricutr. It looks like very poor strategy to put this out 
side of the military, which I unde rstand is three-fourths of this bill. 

direct and direct defense support. 

Mr. Hensex. Well, I think all of the : appropriations here go toward 
strengthening our collective alliances. The purely military part of 

will run about $1.7 billion, which is approximately half, I think, 
and by the purely sisiits ary—I mean the items that are and will b 
under the cognizance of the Defense Department. 

nator Fursrignt. Will you not at least have the advisory autho1 

t\ over the defense support item 2 

Mr. Hensev. Yes. We will advise and be consulted, but what has 
been under our control always has been the military assistance part. 
Now, there will be added the direct forces support. But the other 
items, being largely non-military, will remain outside of our 


cognizance. 


ECONOMIC ASSISTANCE 


Senator Futsrieutr. Now, you said that you considered all of this 
as directly related to defense and matters of security. Admiral Rad- 
ford, do you believe that the economic items in here are essential to 
our military security? For example, technical cooperation, $172 mil- 
lion; other programs, $475 million? Do you think they are essentially 
important to our military security ? 
Admiral Raprorp. As a generalized answer, I would say “Yes.” It 
goes to the improvement of the conditions in these various countries 
that we consider allies. Probably it improves their position as far as ; 
their own armed forces are concerned. : 
Senator Futsricur. I think you had better emphasize that because, 
nonent to the press, there is a suggestion that economic assistance is 
going to be cut out. Very powerful members of the Senate have ex- 
presse sed disap provi al of economic aid. You have seen that, have you 
not, in the press ¢ 


sie Raprorp. I have seen that in the press. ; 
: 

3 q 

THE NEED FOR ECONOMIC ASSISTANCE t 

e 


Senator Futsrieur. If this is important, you had better emphasize 
that aspect of it rather than military. I don’t think you would have : 
any trouble with military. But we might cut economic assistance, and ; 
if there is a case to be made, you can make it. Can you give any 
stronger reasons of why that should not be cut ¢ 

Admiral Raprorp. Well, actually, Senator, I did not come up here 
prepared to testify in support of any part of the bill except that which 
s primarily under the cognizance of the Defense Department. 
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Senator Futsricur. Is Mr. Hensel prepared to make any observa- 
tions on that ? 

Mr. Hensev. May I make this observation: An alliance depends 
upon the will and the strength of the allies to stand together. You 
know how easy it is to set up an alliance in times of common fears and 
common dangers in war, and you know how difficult it is, lots of times 
after war when peace comes, to continue that and you do not have that 
amalgam of the common fear. 

Now, throughout the world, the threat against freedom and security 
takes two forms: First, subversion from within; and second, aggres- 
sion from without—actual invasion. 

It is perfectly impossible for us to count on an ally whose interna- 
tional affairs are in disorder, whether it be economic or political, and 
therefore it is terribly important to build up the strength of that coun- 
try economically so that it can provide for its people, because unless 
it can it will not be able to stand with us, no matter how much it wants 
to stand with us. 

May I say that some of the items that are not called purely military 
or get into the defense support category that are not part of the Defense 
Department cognizance go to m: \intaining and building up forces that 
maintain law and order in the country. 

We here in the United States are accustomed to feel that a man is 
safe no matter where he is; that we are free from disorder in the 
smallest town and in the smallest hamlet because they can communi- 
cate with the capital of the State or of the Nation and get help. That 
is not true in many of the places in the world which are trying to stand 
with us. 

I believe all of this money will help to make them strong internally, 
strengthen their will to stand with us, and, above all, strengthen their 
ability to stand with us, and I think you had a display of some of 

that at Bandung, where people stood up because they had confidence 
that they were in control of their country and could maintain law and 
order. Perhaps the transition of the P hilippines from the days when 
the Huks were threatening people right in the streets of Manila today 
is a very good example. 

Senator Fursrienr. Using that example, were the Huks brought 
under control solely by military means or were the economic condi- 
tions in that country influential in the elimination of the Huks? 

Mr. Hensen. I cannot say that I am familiar with the full detail 
of it, but I understand they moved along both fronts. 

Senator Futsrieur. Well, then, is it fair to say that technical co- 
operation and development assistance make up about 10 percent of 
the program? Would you say that they are just as important as the 
military assistance—that it would cripple the program if they were 
eliminated—would you say that ? 

Mr. Hensev. I think it would hurt the program. Let’s not use 
the word “cripple,” but unless all parts of the program can be carried 
out, we have left a weakness, a gap in the dike. T think it is impor- 

tant you make that clear, if 1t is important, because there is a misap- 
prehension, I think, in the Congress that economic aid is a thing of the 
past, that it should be cut out, and, if it is important, you should 
emphasize that. We need enlightenment about that aspect of this 
appropriation ; I think “authorization” at this point, but it will be 
<pEeepSeuon. 











hat is all, Mr, ¢ Lirman. 


Che Cu RMAN. ~@Cl itor Smith ? 
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senator Smirga. Mr. Chairman, thank you. Admiral Radford, 
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her Allied Nations can most efficiently provide in 
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\dmiral Raprorp. That is very true, Senator, and it applies to 
orld, as well. 

tH phe principal ala at e give directly 


ty you speak of, to help reinforce those ground forces t] 
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ting fo. le1r OV freedom and defense, and so forth ? 
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Now a few specific questions. There ha Pe] riticism | ( 
ness in delivery of some of our \ eapons | ona whet] 
te of delivery is improving. 
Admiral Raprorp. Senator, it has improved greatly. Of course, 
oing back to the beginning of this program, 1950 and 1951, we had 
to generate productive capacity for all this military equipment in the 
United States, and the demands of the Korean war were so heavy t { 
there was a general problem of deliveries all over t 
ad 


all o1 e world. We 
not make the material fast enoug! 
rhe situation today is much bet 


tte1 in that resp Land oul 
are mounting each year. 


Senator SMITH. Are we pretty well] up to date wit such area 
For mosa, where we have undertaken to equip the Nationalist Army 4 

Admiral Raprorp. Well, Formosa has a very high priority, ind the 
deliveries are generally very good there. 
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EQUIPMENT IN INDOCHINA 


Senator Smrrn. Now, going to another area, what has happened to 
our arms program in Indochina? We had a large arms program last 
year and now things have all changed; what happened to all that 
equipment, and so forth, we sent in there ? 

Admiral Raprorp. That has been in the last year. We have been 

nventorying the equipment in Indochina. Certain equipment has 
been declared excess, and has been returned to our control, and is be 
ing shipped to other places. The inventorying is still going on. We 
had vast amounts of equipment there, and we intend to leave enough 
for the Vietnamese armies that we are training and equipping. And 
we are trying to adjust the balance of the equipment to provide the 
amount that is needed by the Vietnamese. We are bringing equipment 
out. of Indochina, and have been for the last four or five months 

Senator Smiru. I have been asked the specific question of whether, 
n the settlement at Geneva when North Vietnam was turned over 
to the Communists, we lost any of the equipment that we had had in 
there before for the French Army. 

Admiral Raprorp. No, we did not, sir; we withdrew that equipment. 

= nator Smiru. They went down south, or else out of the country 

irely ¢ 

a lmiral RapForp. We brought most of it down south, and that is 
vhere the inventory has been going on and the material declared 
excess will come out of South Vietnam. 

Senator Smiru. Might it be available for other parts of Asia should 
ve need it ? 

Admiral Raprorp. Some of it has been redistributed. 


GERMAN REARMAMENT 


Senator Smiru. The next question goes to another part of the world, 
and that is the question of German rearmament. Are the arms neces- 
sary for the new German rearmament available to help equip the 
German divisions coming into being? 

Admiral Raprorp. We have a sizable beginning on that program, 
yes, sir. 

Senator Smiru. Is that part of this mutual security program ? 

Admiral Raprorp. Yes, sir. 

Senator Smirn. Thank you. That is all, Mr. Chairman. 

The Cuarrman. Senator Mansfield ? 

Senator Mansrrecp. Admiral, Senator Smith just mentioned the 
German program. Germany is now a full-fledged member of NATO. 
I see nothing in the chart before me which indicates that Germ: ny is 
to be the recipient of any assistance, as you say she is. 

Admiral Raprorp. She is, yes sir. We have made some provisions 
for that in prior years. I don’t have a copy of the bill before me. 
But it is part of the general program that we are continuing. 

Senator Mansrretp. You hada stockpile ready ? 

Admiral Raprorp. Yes, sir. 


Senator MANSFIELD. Portugal i is also a member of NATO, is it not? 
Admiral Raprorp. Yes. sir. 


Se nator Mawnsrrevp. Is Portugal an effective member of that or- 
ganization ? 


nates 
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Admiral Raprorp. I would say “Yes.” 

Senator Mansrietp. Do you think she would be more effective if 
Spain was made a member of the North Atlantic Treat y Organization, 
speaking militarily ? psien | = . 

Admiral Raprorp. Militarily, I would say “Yes” to that question 


BREAKDOWN OF THE PROGRAM 


Senator Mansrrevp. I raise the question because some years ago 
when talking to some Portuguese officials they told me that the “y were 
rather weakened because of their geographic al position. Spain, their 
next door neighbor, was not a member of the Organization. 

I see that approximately $3.5 billion is being asked for this year. 

The request consists of a worldwide contingency fund of a hundred 

illion dollars, a defense support of $1 billion, a military assistance 
fund of $1.4 billion, and $317.2 million for direct forces support. It 
would appear, then, that out of this total of $3.5 billion that $2.8 
billion could be used for military assistance of one sort or another. 
Is that correct? I might ask that question of Mr. Hensel. 

Mr. Hensext. The figures you have given are correct, Senator 
Mansfield. 

Senator MansFIEe.p. Is the conclusion correct ? 

Mr. Hensev. I would question the conclusion as to identifying all 
of the defense support money as being military in the same category 

s the milits ary assistance 1n the direct forces support. 

Senator Mansrrevp. That is understood. 

Mr. Hensev. You realize that budgetary support—in my opinion, 
t is very difficult to trace it back to a certain recipient and be sure it 
is being used for a pure military purpose. You remember I made the 
point with Senator Fulbright that I believe all of these appropriations 
build ultimate security strength. But when you contribute money to 
a budget of a country, even though you may contribute it and may 
say it is devoted to the actual pay of milit: ary forces, you are auto- 
matically releasing a certain amount of other money that goes into 
economic and other benefits that tend to build up the internal security 
of the cou intry. 

ADMINISTRATION OF THE PROGRAM 


Senator M ANSFIELD, Now, Mr. Secretary, let me a sk these questions. 
Che $1,717 million appropriation goes directly to the Department of 
Defense for its program ? 

Mr. Hensex. That is the present plan. You realize that previously 
only $1,400,000 of that amount was administered by the Department of 
Defense. Under this new program that will all be administered by 
the Department of Defense, and it will be represented by tangib le 
items, military hard goods, and military soft goods, plus intangible 
items of the character ‘of training. 

Senator Mansrietp. Who will administer the defense support item 
of $1 billion ? 

Mr. Hensex. That will go into the new administration in the State 
Department. 

Senator Mansrretp. And there, likewise, will go the worldwide 
contingency fund of $100 million? 
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ll supplied by the Soviet Union, and that approximately 1,500 of 


It seems to e that this program is open to a little question, and if ; 
e are going to redeploy on the basis mentioned in your statement this 
morning, we are playing with fire and may have to pay a pretty high 
pl for stability in that area Do you have any opinion on that 
whiel you would care toexpress ¢ 
\dmiral Raprorp. I would say. Senator, that is a matter that is ' 


nder constant review by the Joint Chiefs of Staff. I believe I sav 


an article the paper this mo ning that covered that point, 


“i tor Mawnsrieitp. That is correct. 
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forces, the combat divisions, and that is why I said it as a little 
iff ‘ult to compare numbers alone. 


senator BARKLEY. Well. in the event ot real War. ol ourse, the Do- 


tialities of the Chinese Communist Army outweigh those of 
ormosa 50 to 1. with 450.000.0000 in China and out 9 million on 


} 


sland of Formosa. ‘The potentiality of the Chinese would be 

verwhelming: that is true, also, with reference to Korea, is it not? 
\dmiral Raprorp. In manpower alone; that is correct 

Senator BarKLey. In manpower, yes. So that you cannot very well 
ge what might happen in a real war by what the number is 
f those countries ? 

Admiral Raprorp. No, you can’t, Senator; but also you cannot base 
on manpower alone because you have the problen of equipping and 


ning troops. 
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Senator Barkxiey. Well, I think it all comes down to manpower; 
whether it is in the air, on the water, or on land, manpower counts, 


EXPANSION OF MILITARY FORCES 


Is there much possibility of the expansion of the army on Formosa? 

Admiral Raprorp. Yes. As far as manpower is concerned, they 
ould expand their army considerably. 

Senator Barktey. How would they extend it, through Chinese who 
have gone to Formosa or the native Formosans? How would they 
do it? 

(Admiral Raprorp. It would probably be the Taiwanese, who are 
Chinese. 

Senator Barxiey. Can the South Korean Army be extended very 
much ? 

Admiral Raprorp. Yes, sir. They could. They have additional 
manpower. We are helping to maintain a fixed number which we 
feel is the best balance between that needed for the army and that 
needed to build up the industrial capacity or build up the economy of 
Korea. The Korean manpower figures alone would supply a much 
larger army, but not for an indefinite period of time without hurting 
the country. 


RECIPROCAL RELATIONSHIP BETWEEN COUNTRIES 


Senator Barkiey. With reference to the question of separating the 
military part of this authorization from the economic, I do not quite 
follow my good friend Senator Fullbright’s logic on that. I have great 
respect for his views, but inasmuch as this is a mutual-aid program, 
there is a reciprocal relationship between our country and all these 
countries we are proposing to help. Would not that mutual aspect be 
somewhat dissipated if we separated them and said what we would 
put in whatever military expenditures are in our own budget for mili- 
tary defense and separate the economic and put it off on a pedestal 
by itse If to be shot at by itself and maybe hit by itself? Whereas 
to keep them together as we have them in this authorization pinpoints 
our aid, our mutual aid, whether it is military, directly, indirectly or 


economic, 


And it seems to me that if any of these countries become internally 
unstable economically or collapse because of internal weakness eco- 
omically, an army would not be of much help unless the people 


lemselves are in sympathy with it and are interested in coope ealtae 
with it. Whereas if they were not economically stable they might 
become the victims of the ‘blandishments of this communistic paradise 
hich is held out before people who are in a bad shape economically. 
We might find ourselves with military assistance in a country where 
we got no cooperation because of that. Do you visualize such a pos- 
sibility ¢ 
\dmiral Raprorp. Well, I agree with you Senator Barkley, and I 
lieve that that probably is the reason why this legislation has gen- 
erally been drafted in the form that it has for the last 4 or 5 years. 
Senator Barkiey. Of course, this is an authorization. The Appro- 
priations Committee could consolidate the military portions of it 
nto one bill and tuck it away in our own domestic defense program, 
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but personally, L think it would be a mistake to do that. Sometimes 
Congress needs to be educated as much as the people, and my expert 
lence in 40 years has taught me to believe the people are anywhere 
from 6 months to a year ahead of Congress in their thinking. 

It seems to me that mutual assistance, whether military, direct or 
ndirect or economic, ought to be emphasized and pinpointed so that 
the people can see it for what it is, instead of hiding it away back 
yonder in a corner under an appropriation bill with our own domesti 
defense program. That is just my reaction. 

[ did not mean to testify. I wanted to ask you the question, but in 
view of Senator Fulbright’s comments, I wanted to get mine out too. 
Do you agree with me or not ? 

\dmiral Raprorp. I do agree with you, sir. 

Senator Barkuiey. That is the question I wanted to ask you. That 
sall, Mr. Chairman. 

Phe CuatrmMan. Any further questions ? 

Mr. Secretary, did you wish to supplement the admiral’s statement 
thismorning? You will be with us tomorrow. 

Mr. Henset. No; tomorrow morning. I would prefer to wait, sir. 

The CuarrmMan. The next meeting of the committee will be tomor- 
row morning in the committee room. We will go into executive ses- 
sion at 10:30, and you will be on hand tomorrow. 

Mr. Hensev. Yes, sir. 

The CHarrmMan. The committee will now stand in recess until 10: 30 
tomorrow in the committee room in the Capitol. 

(Whereupon, at 11:45 a. m., the committee recessed, to reconvene 
on May 10 at 10: 30a. m.) 
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TUESDAY, MAY 10, 1955 


UNItED STATES SENATE, 
COMMITTEE ON ForetGN RELATIONS, 
Washi ngton, dD. 

Che committee met, pursuant to eall, at 10:45 a. m., in the Foreign 
Relations Committee room, United States Capitol Building, Senator 
Walter F. George (chairman ) presiding. 

Present: Senators George, Mansfield, Barkley, Wiley, Smith of 
New Jersey, and Aiken. 

The CHarrMan. Mr. Secretary, you may proceed. Some other mem 
bers will probably come in later on. 

Do you wish to make a general statement this morning? 


STATEMENT OF HON. H. STRUVE HENSEL, ASSISTANT SECRETARY 
OF DEFENSE 


M 


r. Hensev. If the committee pleases, there are a few things I 
ild like to say. First, 1 would like to outline the guidelines and the 
hilosophy that we have used in the Department of Defense, and then 
xph iin some of the changes we have made, and particularly the mak- 
ng up of this presentation book which is before you. Phen I can 
go on into all of the detail that the committee desires me to go into 
vith respect to individual programs or individual estimates for 1956. 

The CuHatrMan. You proceed in your own way, Mr. Secretary, and 
ve will be glad to hear you now. 


JUSTIFICATION OF THE PROGRAM 


’ 
é 


Mr. Hensev. I would like to Say that if the committee wishes to 

terrupt me any time, please feel free to do so. 

Before discussing the nature and the scope of the authorization 
request for fiscal year 1956, I should like to outline the philosophy 
which we in the Department of Defense believe should furnish the 
guidelines for our MDA programs. It is our belief that MDAP 
justifiable as an activity and expenditure in support of our own na- 
tional security—not as an aid or giveaway program. It is further our 
belief that this authorization request presentation can and should be 
tested by such standards. 

In brief, our foreign policy has been and is directed toward main- 
taining our security, not through reliance on our strength alone but 
rather through marshaling the collective strength of the friendly 

ations we call the free world into a defensive alliance or series of 
‘ lliances. MDAP. in our opinion, is one form of Su} port, ll) COl l 
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tion with many other forms, which we can and should furnish to such 
illiances to defend ourselves as an ally of the free world. If we do not 
ntel d to sup port our allis ances, We must reconsider our foreign policy 
because, without our fullest support, the alliances will not remain firm. 


BASIC OBJECTIVE OF UNITED STATES FOREIGN POLICY 


Now, if I am permitted, I would like to develop that thought in a 
little more detail. 

The basic objective of our policy since the end of World War IT has 
been to insure United States security while maintaining our free in- 
stitutions, our solvency and our democratic government, We are pre- 
paring ourselves to fight only if, as, and when the threat of our security 
reaches the point where war is the only acceptable alternative. [ De- 
leted. 

We are also seeking to prevent war by reducing the effectiveness of 
the aggressive threats against ourselves and the rest of the free world. 
We believe that if we make it clear to the aggressors that the free 
world will stand together and has acquired a cohesive ability to defend 
itself, there will be no war. 

As a means of attaining such basic objectives and as a supple ment 
to our own military forces, which are costing us approximately $35 
billion per year, we have sought collective strength for the free world 
through multiple alliances with the nations which share our interests 

and purposes. We have backed such alliances with military and eco- 
nomic aid and political support. 


COLLECTIVE DEFENSE TREATIES 


I assume I do not have to prove that we have made many alliances. 
We are members of a series of multiple alliances, such as the North 
Atlantic Treaty Organization, the Rio Pact, and the Southeast Asia 
Treaty. In addition, we have signed a large number of bilateral trea- 
ties and agreements, some of which provide for mutual defense, for 
example, the treaties with Formosa, the Philippines, and Japan, and 
others which provide for the mutual creation of economic and military 
strength. I have in mind particularly our many bilateral agreements 
under which the MDA program is carried out. We are now protected 
by a ring of defensive allies. 

This foreign policy is not a partisan political policy. In its essence, 
it was started before this administration, and in its essence it has been 
continued by this administration. It is both bipartisan and nonpar- 
tisan. It is commonsense. 

The signing of an agreement is, however, only a start toward the 
establishment of collective defensive strength. It is the end product 
that counts. A treaty, no matter how formally it is signed, will last 
only so long as the signatories want it to last or, what is more impor- 
tant, are able to m: ake it last. Our present job—and MDAP is one of 
our vehicles—is to turn our mutual promises and aspirations into last- 
ing realities. The signing of a treaty is like planting the seed. The 
successful alliance is the resulting tree. It must be cultivated and 
nourished if it is to provide shelter against storm. 

In that mutual effort, each ally must play a part commensurate with 
its capabilities. If we seek collective security, we must support col- 
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lective security. If we are not going to sustain our allies, we never 
should have embarked on the policy of collective security. These 
simple and obvious truths, in my opinion, form the bac keround and 
support for our mutual security expenditures since 1950. The United 
States is doing what it can best do to support its alliances and, in turn, 
expects its allies to do what they can. 


MAINTENANCE OF MILITARY STRENGTH 


The money we have spent in the creation and maintenance of mili- 
tary stre ngth in the free world territories, outside the continental 
: nited States, may be split into two categories. In the first category 

e the expenditures to maintain our own troops in a state of readiness 
in foreign countries outside our borders. We support a substantial 
number of our troops and a vast amount of their equipment in Europe. 
We have powerful mobile forces in the Pacific. We have stationed 
ae of military advisers and experts in practically every free world 

capital. The money necessary to support these efforts are authorized 
and appropriated under the Department of Defense budget. 

The second category of expenditures authorized and appropriated 
under the Mutual Security Act is just as much a part of our own 
security effort as the first category. 

We have not contributed to the military support of England, 
France, and Italy, to name a few of our allies, because in the name of 
Christian charity we wanted to help those countries. Our support is 
given to those countries not as individual unrelated nations but as 
allies in the mutual defense of freedom and security. They support us 
\gainst aggression in time of peace, and in time of combat we expect 
them to fight on our side. 

Senator Barkiey. Might I interrupt right there ? 

Mr. Hensex. Yes, sir. 

Senator Bark ey. Is it possible to assume that those nations have 
been stimulated and encouraged to make these expenditures because 
. our own expenditures with them and the additional strength we 

ive them, whereas otherwise they might have been discouraged and 
given up the ghost ? 

re Hensex. That is my belief. 

Senator Barkiey. Thank you. 


CONTRIBUTION OF ALLIES TO MILITARY STRENGTH 


Mr. Henset. Over the last 514 years, we have spent approximately 
$170 billion on our own forces and only $11 billion through MDAP 
in the creation of military strengths among our allies. These expendi- 
tures on our own forces have averaged $31 billion per year and our 
alliance expenses have averaged only $2 to $2.5 billion per year— 
about 8 percent of our own expense. I am speaking only just of the 
military. Out of $11 billion defense alliance expenditure, we have 
placed with our allies approximately $10 billion of military equip- 
ment. These allies are that much stronger than they would have been 
without our program and that much more able to preserve peace and 
thwart aggression. 

Our support of our allies has been supplemented by large expendi- 
tures by these allies on their own. Admittedly, these allies would have 
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ade some ettort to protect themselve seven if we had not helped. Yet 
e task faced by many of them after World War II. with their 


f oples exhausted and their plants destroyed, seemed so hopeless. Our 
iterial cooperation obviously stimulated greater efforts on their part 
otherwise could reasondiiiy have been expected. 
[t is estimated that the NATO nations in Europe have spent approx 


ly $48 billion from their own budgets in the creation of mili 


strength during the same 414 years we were spending $7.8 billi 


the NATO liance. These NATO allies have started with annual 


ilitary expenditures of approximate ly $5 billion in 1949 and have 


nereased to over $11 billion per year in 1953. 
In other words, a total expe ndit ire of $7.8 billion on our part, o1 
ich approximately $7 billion went into equipment which is still 
tel the hands of these NATO allies, has been paralleled 
ya $11 billion per annum expel nditure from the budgets of these 
NATO allies themselves It would seem that So far we have made 


Lg vestment in collective security. 


THE HIGH COST OF WARS 


These defense alliance expenditures are obviously cheaper than wa 
If thev can prevent war—and that is the purpose of our program— 
{ oney cost of the ounce of prevention is well worthwhile. 
Che war in Korea was a small war. The forces were limited and 
area of conflict was restricted. Yet it was an expe sive wa 
While { is in possible prec} ely TO « ompute the money cost of a war— 
roiicular a restricted war it seems quite clear that the United 


States military expenditures as a result of the Korean war were 


the neighborhood of $18 billion. This estimate is based on a calcula 


on that the ore paid identifiable Kore an War expenses of over $1( 
billio ‘lusive of the pay ot person el, It seems rather obviou 
th: N avy and Air Force together must have borne at least 10 pel 
ent of : Korean war costs. Asa matter of fact, that is a very con 
ative estimate Nevertheless, using the approac ‘th, we reach ap 
mximately $18 billion, without considering the pay of our combat 
oops 
There are, of course, other burdens of war which cannot readily be 
cr lated into dollar fioures. I have in mind the loss of lives, the 


ufferings of the wounded, the interruptions of family life, the dis- 

turbance of the educ ation of our youth, the dissipation of our material 
resources, and the inflation in price s which shrink our bank accounts. 
[If we are successful in " preventing even another Korean war, our 
defense alliance expe Lidiienee viewed solely as an insurance premium, 


will be very cheap—even though continued for many years at the pres 
ent rate. 


IMPROVED STRENGTH OF OUR ALLIES 


Our alliance expenditures have also created other strengths abroad 
which cannot be measured in dollars. Our allies have progressed from 
what might be called utter helplessness in the modern military sense 
to solid capabilities, first, for the maintenance of internal order, which 


in itself discouraged aggression from within, and, second, for the 
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substan ti: il buildup of milits iy strel rth whicl ould pro\ de resist- 
ince to aggression from without. It .- my opinion that the cohesiv: 

] oth of these alliances engel dere {1 the successful arrangements 
for the Western European Uni on made at the London and Paris Co1 
‘erences in 1954 and the positions ti iken by our Tri is against Com 

inist aggression in the recent Bandung Confer . Our allies know 

it they are not alone or helpless and their actior showed it. 

We can look forward to the future with sanguinity if we sustain oul 

fforts at the present level. For the future, we the Department of 
Defense have on hand unspent military alliance money in the amount 

f : pproximate ly $7 billion. All of this 1 none) is bee authorized 

DY Congress and has been programed for expenditure over the next 

fiscal years. All but $100 million should, in our opinion, be obli- 

ted, as that term is now statutorily defined, by June 30, 1955, assum- 

g all required program approvals and allocations, 

COLLECTIVE SECURITY 
Wi l supplemen ted b ry the appropriations ot our allies, the « arry 
of such program will still further increase the military power 
he free worl . If we now discontinue mate! ul. as well as moral, 
port of our allies, the only meaning will be that we no long: 
‘ D e e in alliances or the concept of collective secur Cy but intend 
vert to the concept of a fortress America, which is both fanciful 

di mpossible in the world of today. 

I elie ve that we are a realistic peo} le and how 18 the time for 
Wiagh To sustain our collective alliances, we must be prepared to 
( mntribute our share to these alliances and our share IS not limited to 
he maintenance of our own forces. While I look forward to the grad- 
ual assumption by many of our allies of large portions of the ae nse 
f maintaining their milit: ary strength, I likewise look forward 1 

bstantial period during which we will spend large sums of money 

the replacement of existing equipment and the augmenting of allied 
trength through new equipment—for our security as well as theirs. 

(our problem Is not whether to preserve security. We have decided 
that. Our only problem is how best to preserve our security. In sup 
D rting our alliances, we are embarked on a sound course. In the 
ibstract, it will cost us money but relatively—relative to the impor 
tance of mutual security and the drain of war—the cost is economi- 
‘ally justifiable. 

| am quite confident that our security could not be better ind more 
economically preserved if we spent on our own forces the money we 
are now spending on allied forces. First, ether of costs, we 
could never develop sufficient strength, projected only from our own 
country, to be a satisfactory substitute br allied streneth. We need 
our overseas bases and our wall of allies in time of war. Above all, 
we need the cohesive strength of our allies at the conference tables 
in the preservation of peace. 

Second, even if we should try to adopt the unreliable fortress 
Americ: a concept, we could not—and remain solvent—hope to spend 
on our own forces the total amounts which are now being spent by our 


allies—that is, in addition to our current military expenses. 


tence 
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STRONG WORLD ALLIANCE 


We can buy greater protection of freedom and security through con 
tributions to allies than from any additional amount of money spent 
at home. A dollar abroad buys more frontline defense than a dollar 
spent at home, and, if this program is properly administered, I believe 
we can stimulate our allies to spend even more from their own budgets. 

[t is my belief that we should approach the consideration of the 
mutual defense assistance program against the background of our 
belief that a strong free world alliance is the soundest way not only 
to win a war if that should come, but even more important, to prevent 
a war. If we believe in alliances for such purposes, we should support 
them to the best of our capabilities and insist that our allies support 
these alliances in the same manner. 

To do our part, I believe the mutual defense assistance program 

should be continued with vigor. To do otherwise will be a frank 
confession that, while paying Lip service in our foreign policy to the 
concept of collective security, we no longer really believe in it. That, 
in my opinion, would be an unthinkable position to take just when 
our past efforts are bearing so much fruit. 


BACKGROUND OF THE WITNESS 


While I took the oath of office as Assistant Secretary of Defense, In- 
ternational Security Affairs, on March 5, 1954, I was not able to devote 
my full attention to the duties of the International Sec urity Affairs 
Division until June 17, 1954. You will recall that I was made a prin- 
cipal party to certain proceedings before the Senate Special Subcom- 
mittee on Investigations, and was not excused as such party until May 
26, 1954. After that date, I began to perform some of the duties of 
the international security affairs job, but I was continuously inter- 
rupted on matters related to the above-mentioned proceedings until 
they closed on June 17, 1954. 

Prior to that period, my only familiarity with the ISA work had 
come from a study I made of OSP for Secretary Wilson in Europe in 

the spring of 1953, and certain informal studies in early 1954, when I 

was considering whether to accept the appointment. As a result, 
however, I had come to the tentative conclusion that there were cer- 
tain administrative and procedural deficiencies, particularly in respect 
to relating the preparation of plans to the execution of such plans, 
and an overall lack of statistical and field controls. Before coming 
to a final conclusion with respect to any corrective measures and as 
soon as I could become somewhat familiar with administrative pro- 
cedures in Washington, I made a trip into the field to test some of 
the administrative hypotheses which seemed to me appropriate. 

This trip commenced on July 7, 1954, and covered most of Europe, 
where the bulk of our MDA program is concentrated. I visited the 
CINCEUR and SACEUR headquarters in Paris and conferred with 
the respective country MAAGs and other United States military 
authorities in London, Paris, Wiesbaden, Heidelberg, Istanbul, 
Athens, Rome, and Madrid. 
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CHANGES IN THE ADMINISTRATION OF THE PROGRAM 


I returned to Washington on August 4. On that date I recom- 
mended to the Secretary of Defense a number of administrative and 
procedural changes. _ siaiq 

These recommendations covered, in general, the following fields: 

(a) Planning and supervision: MDAP was not planned, executed, 
and supervised as an integrated whole, but rather as a number of 
separate service and separate country programs, without any continu- 
ous check against current conditions. 

(6) Administration: MDAP was administered on a separate serv- 
ice basis, with a wide gap between the planning and its execution. 

(c) Field participation: The field agencies, that is, the commanders 
of the unified commands, and the MAAG’s, although most familiar 
with current conditions in the recipient countries and areas, did not 
adequately participate in the planning or the time phasing of the pro- 
gram, but rather, performed more or less mechancal administrative 
functions. 

(d) In planning criteria, these criteria were extremely general and 
had not been reexamined in the light of current economic and political 
conditions or changed strategic concepts of modern war. 


ANALYSIS OF EXISTING PROGRAM 


It also seemed to me essential that the entire existing MDA program 
should be analyzed to determine, first, the total amount of money 
actually spent as of the most recent practicable date and the total 
amount of materiel on a principal item basis procured through the 
expenditure of such money ; second, a check in the field of the service- 
ability, usefulness, and future maintenance requirements of the mate- 
riel already procured and delivered; and, third, the establishment of 
a time-phased schedule of future requirements, particularly with re- 
spect to the appropriate but unexpended moneys prepared first in the 
field and then checked with the Joint Chiefs of Staff and procuring 
services in Washington. 

The statistical information required for such analysis was not avail- 
able in satisfactory form. Such information as was available in re- 
spect of such matters, except in terms of total money on a country and 
large-category basis, was fragmentary and kept separately and in- 
consistently in the different services. 


PROGRAMING 


Furthermore, the undelivered and unperformed portions of the 
program, which at that time aggregated something in excess of $7 
billion, was not scheduled to be carried out on any balanced time- 
phased basis which would assure the recipient countries receiving the 
programed material when needed and when it could be utilized. Such 
time phasing of future deliveries as existed, and this also was frag- 
mentary, was based largely, if not entirely, on estimates of availability 
dates made by the military services. These were often revised monthly 
or quarterly by military service allocations committees, j 

Now, such lack of time phasing of requirements stemmed, in part, 
from the character of the overiill planning which had been largely 

62426—5,5——_9 
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determined in 1951. At that time, the philosophy underlying MDAP 
planning was maximum pré acticable preparation for a specified “vear 
of greatest danger.” [Deleted.] Since the program was to be com- 
pleted relatively quickly, it was not deemed necessary for any par- 
ticular shipment or series of shipments to be in balance because it 
was thought that the ultimate goal had to be achieved in a relatively 
short time and temporary imbalances in deliveries would be corrected 
by completion of the program. 

(Testimony off the record.) 

Mr. Hensev. The MDA programs then being carried out had also 
been prepared before the scope and effect of the facilities assistance 
and mutual special weapons development programs had been fully 
realized and were based on the assumption that the only available 
heavy and expensive end items would have to come from the United 
States. 

CHANGES IN ADMINISTRATION OF THE PROGRAM 


The first steps to be taken were : 

(a) An internal reorganization of the ISA office to concentrate 
planning and supervisory authority as a matter of fact instead of 
theory in the Secretary of Defense in order that the planning and 
execution of programs could be coordinated and supervised on an 
overall basis: 

(6) The establishment of a set of contro] statistics, supplemented by 
field contacts, which would enable the Secretary of Defense to follow 
the execution of the programs and make certain that such programs 
were geared to the needs and abilities to absorb of the recipient coun- 
tries; and 

(c) The development of a long-range international security plan 
for the entire Department of Defense. [ Deleted. | 


DELIVERY OF ITEMS 


At the same time, it was quite clear, in order to maintain the vigor 
and adhesive qualities of the numerous alliances we had made and were 
making as a matter of basic foreign policy, the carrying out of the 
MDA program as then laid out had to proceed at least to some extent 
without complete stoppage or wholesale interruptions. 

Some risk would obviously have to be taken that items would be 
delivered, which were not wholly necessary at the particular time of 
delivery. [Deleted.] 


PUTTING INTO EFFECT THE ADMINISTRATIVE RECOMMENDATIONS 


Now, some of these new MDAP administrative and procedural rec- 
ommendations were deemed so radical that extended discussions with 
the various services were necessary before any could be put in effect 
with confidence that they would be carried out in a wholly coopera- 
tive manner. The size and momentum of the previously approved 
program was also so great that the changing of its course and rate 
of flow was not easily affected. 

Department of Defense Directive No. 5132.3 was, therefore, not 
promulgated until November 24, 1954. The recommendations as to 
organizational and procedural changes, with some modifications were 
thereby ordered. 


ee 
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If I might just have the record complete, I would like to insert a 
copy of this into the record. 

The CHArrMAn. Yes. 

(The document referred to is as follows:) 


November 24, 1954. 
Number 5132.3. 


DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Policy, Organization and Responsibilities in the Department of Defense 
Relating to the Conduct of International Security Affairs. 


I. PURPOSE 


To state the policies, create the organizations, outline essential practices and 
assign the responsibilities relating to the conduct of International Security 
Affairs (as the scope thereof is defined in Department of Defense Directive No. 
5132.2, dated April 26, 1954) within the Department of Defense. 


II. BASIC POLICY 


A. The Secretary of Defense is the authority within the Department of Defense 
for the establishment and promulgation of broad policies and directives for the 
administration of, and operations incident to, the planning, development and 
implementation of the international responsibilities of the Department of 
Defense. 

B. It is the policy of the Secretary of Defense in relation to the organization, 
practices, and administration of international security activities. 

1. To retain for the Secretary of Defense and the Deputy Secretary of Defense 
the authority to issue policy direction and to assign responsibilities to the Secre- 
taries of the Army, Navy, and Air Force; the Assistant Secretaries of Defense; 
the Defense Adviser, USRO, and Defense Representative, North Atlantic and 
Mediterranean Areas; the Joint Chiefs of Staff; and the commanders of unified 
commands 

2. To utilize (a) the Assistant Secretary of Defense (International Security 
Affairs) for the execution of the duties and responsibilities of the Secretary of 
Defense relating to international security affairs; (0) the Assistant Secretary of 
Defense (Comptroller) to provide such fiscal, budgetary, accounting, progress 
reporting and control statistics and records as may be deemed necessary with 
respect to the Mutual Defense Assistance Programs (as defined in the Mutual 
Security Act of 1954); (c) the General Counsel of the Department of Defense 
to provide the legal services deemed necessary; (d) the Assistant Secretary of 
Defense (Legislative and Public Affairs) to provide the public information serv- 
ices deemed necessary; and (e) to secure military advice and recommendations 
on international security affairs from the Joint Chiefs of Staff. 

3. To utilize the Departments of the Army, Navy, and Air Force, in their 
respective capacities as military departments and executive agencies as herein- 
after provided, in planning, developing and carrying out the Mutual Defense 
Assistance Programs and of assigning them responsibilities within the spheres 
of their respective cognizances. 

4. To utilize the facilities of the commanders of unified commands in connec- 
tion with the planning, development, and supervision of International Security 
Affairs of the Department of Defense including the Mutual Defense Assistance 
Programs and correlated activities within their areas as specified in paragraph 
III E. hereof. 

5. To make available to the commanders of unified commands in the discharge 
of such duties the services of the respective Military Assistance Advisory Groups 
and Missions in planning development, and supervision of such activities. 


III. ORGANIZATION AND FUNCTIONS 


A. The Office of the Secretary of Defense 


1. The Secretary of Defense will determine the broad Department of Defense 
policies for attainment of the international security objectives of the United 
States of America, including the Mutual Defense Assistance Programs within 
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the cognizance of the Department of Defense, and will approve the overall plan 
and programs. 

2. The Assistant Secretary of Defense (International Security Affairs) is desig- 
nated as the representative of the Secretary of Defense in international security 
affairs, including the coordination thereof with the other Executive Departments 
and Agencies. The Assistant Secretary of Defense (International Security 
Affairs) is authorized and empowered, under the direction of the Secretary of 
Defense, to issue such directives and instructions as are necessary to carry out 
assigned duties and responsibilities. 

3. The Assistant Secretary of Defense (Comptroller) will provide appropriate 
services to the Secretary of Defense relating to fiscal, budgetary, accounting, 
statistical, recording and reporting activities. 

4. The Assistant Secretary of Defense (Legislative and Public Affairs) and 
the General Counsel of the Department of Defense will provide appropriate 
services to the Secretary of Defense. 

5. The Assistant Secretary of Defense (Comptroller), the Assistant Secretary 
of: Defense (Legislative and Public Affairs) and the General Counsel of the 
Department of Defense will provide active support to the Secretary of Defense 
in the presentation and justification of Mutual Defense Assistance Programs 
before Commitees of the Congress and the Bureau of the Budget. 


B. Joint Chiefs of Staff 


1. The Joint Chiefs of Staff will be responsible for providing to the Secretary 
of Defense military advice and recommendations on international security affairs, 
including the continuous correlation of the Mutual Defense Assistance Programs 
with military programs designed to fulfill U. S. plans and objectives on a world- 
wide basis. 

2. Subject to the direction and policy control of the Secretary of Defense, as 
herein provided, the Joint Chiefs of Staff are responsible for the following: 

(a) Provision of military advice and recommendations to the Secretary of 
Defense on military assistance matters. 

(b) Provision of military guidance, to include military objectives, force bases, 
and recommended criteria for use in the development of annual Mutual Defense 
Assistance Programs. 

(c) Provision of military advice on the refinement of annual Mutual Defense 
Assistance Programs and any subsequent revisions thereof. 

(d) Provision of recommendations to the Secretary of Defense concerning the 
allocation of annual Mutual Defense Assistance Program appropriations between 
military departments and recipient nations to best achieve U. 8S. military 
objectives. 

(e) Provision of recommendations to the Secretary of Defense as to how equip- 
ment is to be made available from approved programs in order to meet emer- 
gency situations. 

(f) Continuous review to insure that mutual defense assistance objectives and 
expenditures are in consonance with U. S. global war plans and that allied forces 
most capable of assisting in the achievement of U. S. strategic objectives are 
accorded priority in the allocation of mutual defense assistance funds. 

(vy) Provision of recommendations concerning priorities of allocation of mili- 
tary end-items among recipient nations and between recipient nations and the 
United States Armed Forces. 


C. Defense Advisor, USRO and Defense Representative, North Atlantic and 
Mediterranean Areas 


1. (a) Defense Advisor, United States Regional Organization, shall be the 
principal advisor to the Chief, United States Regional Organization, with respect 
to all matters affecting NATO and other European regional organizations in 
which the Department of Defense is interested. 

(b) Defense Representative, North Atlantic and Mediterranean Areas, shall 
be the representative of the Secretary of Defense in respect of Europe (includ- 
ing Spain), the Middle East (including Saudi Arabia and Pakistan) and North 
Africa and, as such representative, shall generally supervise and audit on behalf 
of the Secretary of Defense all Mutual Defense Assistance Programs in such 
areas, 

(c) The same individual will, with the consent of the Chief, USRO, act both 
as Defense Advisor, USRO and Defense Representative, NA & MA. 

2. Defense Representative, NA & MA, shall receive from CINCEUR, and 
CINCEUR shall be responsible to provide, full cooperation and all information, 
assistance and advice as may be requested by said Defense Representative. 
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3. Defense Representative, NA & MA, shall receive from the respective Chiefs 
of the Military Aid Advisory Groups and Missions in Spain, Iran, Iraq, Saudi 
Arabia, Ethiopia and Pakistan, and said Chiefs of MAAGs and Missions, shall 
be responsible to provide full cooperation and all information, assistance and 
advice as may be requested by said Defense Representative. 

4. Defense Representative, NA & MA, shall, on behalf of the Secretary of 
Defense, supervise and generally direct such offshore procurement program and 
matters, as may be determined under the authority of the Secretary of Defense, 
utilizing to the extent deemed by him appropriate the facilities of CINCEUR 
and utilizing in all operating and procurement activities the appropriate facili- 
ties of the respective Military Departments, and shall provide political and 
economic guidance to procuring agencies in Europe. In cases where political 
and economic factors in OSP are predominant, Defense Representative, NA & 
MA, shall direct procurement. 


D. Military Departments 


The Military Departments will be assigned responsibilities in the planning, 
development, preparation, submission, review, adjustment and refinement of 
Mutual Defense Assistance Programs as such programs affect the respective 
roles and missions of each Military Department. The Military Departments will 
carry out approved programs as herein provided in accordance with policies 
established by the Secretary of Defense and instructions and procedures issued 
as herein authorized and will insure that such programs are in consonance with 
the basic military programs of the respective departments in support of U. S. 
plans and objectives. The Military Departments will integrate and carry ont 
procurement of Mutual Defense Assistance Program items with their own mili- 
tary procurement programs. MDAP procurement programs outside the con- 
tinental United States (offshore procurement) will, except as provided in 
paragraph III-C-4, be coordinated by the commanders of the unified commands, 
Such offshore procurement will be effected by the Military Departments con- 
cerned. 

BE. Erecutive Agencies and Unified Commands 

1. The respective Executive Agencies and unified commands shall, as here- 
inafter provided and subject to the direction and control of the Secretary of 
Defense, administer and insure the administrative support of the Military 
Assistance Advisory Groups and Missions in respect of the Mutual Defense 
Assistance Programs in the below indicated areas : 


Executive agency Unified commands Area 


| 
Department of the Army. USCINCEU 


| Europe, excluding. Spain. 
Do 2 USCINCEUR... North Afriea, 

Do... ‘ CINCFE....... Far East. 

Do..-- Le bb None Latin America. 
Department of the Navy. | CINCPAC. Pacific and Southeast Asia. 
Department of the Air Force - - | None....-.. Spain and Saudi Arabia. 
Department of the Army-. Gan Middle Fast." 


1Includes Pakistan but excludes Saudi Arabia, 


» 


2. Based on criteria and guidance furnished by the Secretary of Defense, the 
respective commanders of unified commands will, utilizing to the maximum ex- 
tent practicable the Military Assistance Advisory Groups and Missions, direct 
the preparation of, review, screen and forward to the Department of Defense 
with copies to the Executive Agencies, a recommended fiscal year joint Mutual 
Defense Assistance Program with respect to their areas as set forth in para- 
graph III—E-1 above. 

3. Commanders of unified commands will be notified of, and requested to com- 
ment with respect to, subsequent adjustments to and refinements of these 
programs. 

4. Commanders of unified commands will make recommendations to the Secre- 
tary of Defense with copies to the Executive Agency, on allocations, priorities and 
deliveries relating to programs being implemented within their areas. 

5. Executive Agencies will, in respect of the area or areas assigned to them, 
be responsible for furnishing or causing to be furnished all necessary support 
activities and personnel required within such areas. In respect of areas for 
which no unified command is herein designated, the respective Executive Agencies 
shall, with respect to international security affairs, have the responsibilities and 
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authority hereinabove provided for commanders of unified commands. All other 
responsibilities and authorities of the respective Executive Agencies shall be 
such as may from time to time be directed by the Secretary of Defense. 


F. Military Assistance Advisory Groups and Missions in Respect of Mutual 
Defense Assistance Programs 

Such Military Assistance Adivsory Groups and Missions, as elements of the 
Country Teams in the respective countries to which they are accredited, shall 
have such relationship with the Ambassador as prescribed by current executive 
orders. In the military chain of command, said Military Assistance Advisory 
Groups and Missions are under the command of the respective commanders of 
the unified command in whose area they are located, or the appropriate Executive 
Agency, when not included within a unified command. Under his command and 
supervision, they will be responsible for advisory services as may be requested 
by him and for recommendations as to the development and review of Mutual 
Defense Assistance Programs and for observing and reporting on the use of 
material furnished by, and personnel trained at the expense of, the United States. 
G. Mutual Defense Assistance Management Council 

1. There is hereby established in the Office of the Secretary of Defense, under 
the Chairmanship and direction of the Assistant Secretary of Defense (Interna- 
tional Security Affairs), a Mutual Defense Assistance Management Council con- 
sisting of the following: 

Assistant Secretary of Defense (International Security Affairs), Chairman 
Assistant Secretary of Defense (Comptroller ) 

Assistant Secretary of Defense (Supply and Logistics) 

The Assistant Secretary of the Army (Logistics and Research and Development) 
The Assistant Secretary of the Navy (Procurement) 

The Assistant Secretary of the Air Force ( Materiel) 

A General or Flag Officer designated to represent the Joint Chiefs of Staff. 

2. Attendance at the meetings of such Mutual Defense Assistance Management 
Council, when and as called by its Chairman, shall constitute one of the primary 
duties of the aforesaid members of such Council. Alternates or substitutes shall 
not be used by said Council members except for most compelling reasons, and, in 
the event an alternate or substitute is sent by any Council member to a Council 
meeting, such alternate or substitute shall be fully informed with respect to the 
matters expected to be dealt with at said meeting and able authoritatively to 
speak and act for the respective military department represented by such alter- 
nate or substitute. 

3. Other appropriate Assistant Secretaries of Defense shall be invited to attend 
meetings of the Council when subjects under their cognizance are scheduled for 
discussion. 

4. The Mutual Defense Assistance Management Council will provide recom- 
mendations to the Secretary of Defense with respect to the planning and execu- 
tion of Mutual Defense Assistance Programs in order to insure that such Mutual 
Defense Assistance Programs are planned, developed, and implemented as a single 
coordinated program designed to support U. 8S. objectives on a world-wide basis 
and advise and assist the Secretary of Defense concerning his statutory responsi- 
bilities for international security affairs. 


IV. CHANNELS OF COMMUNICATIONS 


A. The channels of communications will be: 

1. On overall policy matters, from the Secretary of Defense to the Military 
Departments and to the commanders of the unified commands concerned. 

2. On routine administration of the Mutual Defense Assistance Programs, 
through the Military Departments designated as executive agencies and the com- 
manders of the unified commands concerned. 

3. On technical and routine operational matters between the Military Depart- 
ments, on the one hand, and the Unified Commanders and the service sections of 
the Military Assistance Advisory Groups and Missions on the other hand, the 
latter with the concurrence of the commanders of the unified commands con- 
cerned. 


V. PRACTICES AND METHODS 


A. The international security plan, including therein the Mutual Defense As- 
sistance Programs, shall be devised, developed, carried out and continuously 
reviewed as an integrated plan for the support and attainment of United States 
objectives on a worldwide basis. 
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B. Such international security plan and the programs in support thereof shall 
become binding on all elements of the Department of Defense when and as such 
plan or programs are approved by the Secretary of Defense. 

©. The international security plan shall cover the military, political, economic 
objectives, criteria, and proposed actions with respect to- 

1. The military assistance program. 

2. The military training program. 

3. Infrastructure. 

1. Facilities assistance. 

5. Special weapons. 

6. Base rights. 

7. OSP. 

8. Other subjects, as necessary to discharge the Secretary of Defense’s respon- 
sibility under the Mutual Security Act of 1954. 

D. This international security plan shall be devised, in general, as follows: 

1. General planning criteria, security objectives, annual guidelines and force 
objectives (as distinguished from rigid force bases) shall be developed and 
recommended by the Joint Chiefs of Staff, and approved by the Secretary of De- 
fense. These shall be forwarded to the commanders of the unified commands 
(or Executive Agency in respect of areas for which no unified command is desig- 
nated) and Military Departments for guidance in the prepartion and return to 
the Secretary of Defense, with copies to the Executive Agencies, of a reeommended 
spectic international security program, including force bases and Mutual Defense 
Assistance Programs, with respect to the respective geographical areas or area 
assigned to them as in paragraph III—E-1 provided. 

2. The responsible Executive Agencies and unified commands shall, in the 
preparation of such area programs, require said individual Military Assistance 
Advisory Groups and Missions to prepare and forward to such respective Execu- 
tive Agencies and unified commands a recommended country program with re- 
spect to the country involved and in accordance with the criteria and objectives 
referred to in subsection 1 of this paragraph, V—D. 

3. In respect of planning.and programming by USCINCEUR and in the other 
areas specified in paragraph ITI-C-1 (5b), all such plans and programs shall be 
developed by USCINCEUR and the appropriate MAAGs in conjunction with 
Defense Representative, NA & MA (and submitted jointly to the Secretary of 
Defense. 

4. On such plans and programs as may be thus received, the Secretary of De- 
fense, acting through such official or officials as he may select, will forthwith 
solicit the comments and recommendations of the Joint Chiefs of Staff and Mili- 
tary Departments. With due consideration to the comments received, the Secre- 
tary of Defense wiil prepare or cause to be prepared an approved integrated over- 
all international security plan. 

E. All international security plans and programs, prepared and approved as 
above provided, shall be continuously reviewed substantially in accordance with 
the methods above described. 

F. When and as program changes, not prepared, reviewed and determined as 
above provided, are required by order of the Secretary of Defense, the adjust- 
ments to be made in the existing programs shall be determined by the Secretary 
of Defense after consultation with the Joint Chiefs of Staff and commanders of 
the unified commands or Executive Agencies as the case may be. 


VI. RESCISSIONS AND MODIFICATIONS 


A. Department of Defense Directive No. 5132.3, “Policy, Organization and 
Functions Relating to the Mutual Defense Assistance Programs,” dated April 26, 
1954; and Letter, Secretary of Defense to Tracy S. Voorhees, dated July 30, 1953. 

B. Memorandum, Assistant Secretary of Defense (International Security Af- 
fairs) entitled “Interim Guidance as to the Offshore Procurement Program” 
and dated December 3, 1953, is modified in accordance herewith, particularly 
to substitute Defense Representative, NA & MA, for Director of Offshore Pro- 
curement. 

C. All other directives, instructions or memoranda in conflict with this di- 
rective are superseded insofar as they are in conflict with this directive. 


VII. EFFECTIVE DATE 


This Directive is effective December 4, 1954. 
C. E. Wirson, 
Secretary of Defense. 
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ESTABLISHMENT OF CENTRALIZED CONTROL 


Mr. Hensev. The centralized control of MDAP on an integrated 
elobal basis in the Office of the Secretary of Defense was thus estab- 
lished. The commanders of the uniformed commands and the ind)i- 
vidual country MAAG’s were introduced more intimately into the 
planning cycle. 

A defense representative for the North Atlantic and Mediterranean 
areas was established, as a field representative of the Secretary of 
Defense, in order to supervise more closely in the field, MDAP for 
Europe, in which was concentrated approximately three-fifths of 
MDAP, Spain and the Middle East. 

Procedures were also specified for the preparation of a long-range 
international security plan for the Department of Defense on a global 
basis and in accordance with the changes in strategic concepts. It 
was realized fully that the complete review of existing plans and pro- 
grams and the preparation of such a sound international security 
plan could not be completed for the fiscal year 1956 budget presen- 
tation. 

STATISTICAL CONTROL SYSTEM 


At the same time, we started to work on a statistical control system 
which would enable records to be maintained centrally on a dollar, 
country, service and principal item basis showing the expenditure of 
money, the delivery of equipment, and the other intangible expenses 
such as training, administrative, and accessorial costs; that is, the 
packing, the crating, and handling and transport. 

Arrangements were made with the Assistant Secretary of Defense, 
Comptroller, that is, Mr. McNeil’s office, to establish under his super- 
vision and direction a centralized accounting and statistical division 
for such purpose. 

The statistical systems had been so divergent and so scattered and 
the basic procedures and forms to be established were so many, that 
the preparation of a statement of past performance of the program 
on that basis, as of January 31, 1955, was not completed until late in 
March 1955. Such overall recording of past performance will be con- 
tinued and kept as current as practicable. 

The summary figures, with some item detail, on a global, area, coun- 
try and service basis are as of January 31, 1955, set forth in the secret 
congressional presentation book which is now before you. The hard- 
est work in respect to recording past performance is now behind us. 

While it is not easy to put this centralized record of performance 
on a more current basis, it is thought that it should be brought to not 


less than 45 days behind events and it might be possible to cut down 
that time lag to 30 days. 


ITEM AND CATEGORY LISTS 


The time-phased schedule of requirement taking into account the 
needs, and abilities to absorb, of the recipient countries as well as the 
availability of equipment, was even more difficult and is not yet com- 
pleted. The preparation of forms which would permit a principal 
item scheduling on the basis of approximately 100 items, thus account- 
ing for approximately 75 percent of the money, and on a category 
basis with respect to the other items was extremely complicated. 
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Item and category lists had to be prepared for three service pro 
vrams, cleared with the individual service headquarters in Washing- 
ton, checked as to usability and understandability in the field, and then 
»repared and approved in final form with the necessary instructions. 
Such forms were completed and approved in March 1955 and are now 


the hands of all country MAAG’s. 
MAAG REPORTS 


In addition to a recommended time-phased schedule of future re 
urements on the basis of existing force bases modified by the field 
epresentatives to be consistent with reality, the country MAAG’s 
rere asked to report on all MDAP materiel in the recipient countries 
hich was excess to the needs of the forces actually in being or likely 

to be in being in the very near future. 

When these forms are filled out and returned by the MAAG’s, the 
iggested time phasing of requirements on the basis of needs and 
ibilities to absorb will be checked with the military services to deter- 
mine whether the desired materiel will be actually available for de- 
livery at the times suggested by the individual country MAAG’s. 
\fter such check and review, a firm time- phi sed se hedule of require- 
ments, taking into account all pertinent factors, w ill be prepared and 
vill be followed as closely as practicable. 

Senator Wier. When do you expect you will be able to get those in? 
Mr. Henser. I think we ought to get our answers in about 2 months, 

Senator. 

You realize, this program is spread all over the world. That is one 
of the great difficulties with our accounting and recording procedures. 

We have to collect information from all over the world, first, and 
get it into the services and then bring it to a central office. Some of 
the reports are beginning to come in now. 

Senator Wirey. I think it is very important that it be accomplished 
very soon, because even today a man came into my office who had just 
spent 2 months in Europe. His criticism was in relation to what he 
called the wasting of materials. That happened only 2 hours ago. 

Mr. Hensev. Well, I have no doubt he is going to be able to point 
to a great number of individual instances. I have no idea what the 
overall review will show, but I do know that we now have a procedure 
that will give us confidence that we will know what is happening in 
the field and what is needed, and so on. 

Senator Winey. It will throw light on that subject. 

Mr. Hensev. Exactly, and it will enable us to put our foreign pro- 
graming on a time-phasing basis so we will not continually send ma- 
terial when it is not needed. 

But, as long as we were proceeding on the theory of the “year of 
oreatest danger”—that has been the difficulty—that way of thinking, 
and « -hanging from that to this other concept is, I think, much sounder. 


NECESSITY OF PROGRAM REVIEW 


Now, it is realized, however, that estimates thus projected into the 
future will have to be continuously reviewed and will be subject to 
changes from time to time. Needs and abilities to absorb m: iv well 
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change. There will probably be slippages in estimates of availability. 
Overall p ylans may be : adjusted. 

Subject to such modifications, every practicable effort will, never- 
theless, be made to adhere to this time- phased se hedule of requirements. 
Such system will not be in full operation much before the fall of 1955. 

(ll of such statistical controls are necessarily based on the assump- 
tion that the programs and plans as presented to this Congress in con- 
nection with prior authorizations and appropriations are sound. As 
indicated above, it is my belief that such overall plans and programs 
should be tested by careful analysis and review in the light of think- 
ing and conditions of today. 


SHORT-RANGE STUDY PLAN 


Since the long-range international security plan for the Depart- 
ment of Defense, together with provisions for keeping it current, can- 
not be made effective for many months. a shorter-range study of the 
plans and programs was instituted under my supervision in an effort 
to avoid unnecessary deliveries, while the international security pro- 
gram Was in preparation. It was thought in this manner the risk of 
deliveries not absolutely required could be kept at a minimum if not 
entirely eliminated. 

The services of the Operations Research Office which has worked 
with the Army programs, the Operations Evaluation Group for Navy 
programs, and the Planning Research Corporation for Air Force pro- 
grams were employed. No concrete recommendations as a result of 
such study are yet available although certain obligations and expendi- 
tures which seemed questionable have been avoided or at least deferred 
until the necessity therefor can be definitely determined. [ Deleted. ] 


REDUCTION IN DELIVERIES 


As of January 31, 1955, such expenditures were $1,010,700,000 and 
it is estimated that such expenditures for the entire fiscal year 1955 
will not exceed $1.730,000,000. 

This reduction in deliveries is believed to have been both wise and 
economical. Furthermore, although I have made careful inquiry, no 
MAAG has reported or complained of any delay in the country pro- 


gram being administered by him. We are apparently keeping pace 
with needs and abilities to absorb. 


TOTAL APPROPRIATIONS 


Now, at this time, I should like to interrupt the progress of my nar- 
rative toward an outline of the procedure used in the preparation of 
the fiscal year 1956 budget request presentation and refer to two 
financial tables which appear on pages (1) and (iii) in the congres- 
sional presentation data book which is before you. 

These two tables summarize the total appropriations from fiscal 
vear 1950 through fiscal year 1955, together with the annual transfers 
of funds from the Department of Defense responsibility, the alloca- 
tions to other agencies, the losses of unobligated balances which were 
not reappropriated, the rescissions and other transactions which re- 
sulted in subtractions from, and additions to, total appropriations. 
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Each of the figures shown on these two sheets can be explained in 
detail by members of the joint Comptroller-ISA fiscal staff which, as 
[ previously explained, is responsible for the preparation of all fiscal 
and other statiscal data used in the ISA division. 

I would like, however, to refer to some of the total figures which I 
believe are significant and worthy of notice at this point. 

You will notice that the first tabulation, sheet (i) in the congres- 
sional presentation data book, shows the individual and cumulative 
total appropriations for fiscal years 1950-54, both inclusive, which 
aggregated $19,730,370,686, and traces that total through various 
transfers, rescissions, allocations, and losses because of nonreappro- 
priation, to a net cumulative figure for Department of Defense obli- 
gations for MDAP as of the end of the fiscal year 1954 of $15,402,- 
608,634, after deductions of an unobligated balance as of June 30, 
1954, of $2,422,512,729. 


UNOBLIGATED BALANCES 


Now, as you turn over to the second tabulation, which is sheet (1i1) 
in your congressional presentation data book, that starts with the 
total net Department of Defense obligations for MDAP as of June 
30, 1954, developed on the preceding tabulation, and bri ings forward— 
that is the same $15,402,608,634 figure which I mentioned—and brings 
forward the unobligated balances as of the end of fiscal year 1954. 

In case you are not able to trace forward the unobligated balance 
as of June 30, 1954, which was reappropriated for fiscal year 1955, 
I suggest that you look at items 4, 5, and 7 of the second tabulation 
and you will notice that the $2,422,512,729 appearing as the next to 
the last item on the first sheet, is brought forward as the net of such 
3 items. 

Item 21 on the second tabulation shows the total net availability of 
funds to the Department of Defense, obligated and unobligated, for 
fiseal years 1950-55 MDA programs as of March 20, 1955. 


MILITARY ASSISTANCE 


Item 25 sets forth the total amount of military assistance programs 
as of March 20, 1955——— 

Senator Barker. If I may interrupt, I am awfully sorry but I have 
to leave. A week ago I promised that I would address briefly the grad- 
uating mids shipmen of Annapolis who are already assembled in the 
Senate Office Building and I feel I must fulfill that engagement. I 
do not want to promote any rivalry between the Army and the 
Navy—but I suppose it will be in the interest of mutual defense. 
[ Laughter. | 

Mr. Hensext. We are sorry to see you go. 

Senator Smrru. If I may interrupt, is that figure of $19,178 million 
the total of the whole program ? 

Mr. Hensev. Yes. That is after a subtracting, however. 

You will notice an Army Korea program, for which program re- 
sponsibility was transferred to FOA subsequent to March 20, 1955. 
I used the $19,178 million because that is what ties in with these books, 
but just to make sure you are aware of this transfer, I showed it as 
having been transferred, and that is in item 24. 
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One of our greatest difficulties, you know, is keeping our records 
up to date, and showing all the transactions which were important, 
some of which happened subsequent to the date which we picked to 
gear our figures to, We picked March 20. 


MDAP FUNDS 


But I want to make this clear: That it has been transferred to 
FOA’s responsibility so, really, what we had is this, we had programs 
of $19,149,611,000, that is item 23 that I am looking at there, and we 
have available money of $18,933,436,895 ; in other words, we are over- 
programed by some $216 million, we have programs for which we do 
not have money by $216 million. 

You may well ask at this point why the total MDA programs were 
not reduced by that amount of $216 million to bring the total pro- 
grams in line with the funds available on the same date, and I would 
like to try to answer that question. 

There is no doubt that MDA programs cannot and will not be car- 
ried out unless funds are available to do so. Nevertheless, it seemed 
to us an unnecessary, and I might add it is an extremely complicated 
and arduous exercise to go through every detailed country program 
at this time to make the necessary reductions. The entire MDAP 
program is now under analysis and review. 

Such study, when completed, will, in our opinion, reveal program 
excesses and, what is more, the existence of materials already delivered 
to foreign countries which cannot now be utilized and are, therefore, 
available for redistribution in satisfaction of existing but unfulfilled 
programs. 

For instance, we are already advised that approximately $180 mil- 
lion of equipment, much needing rehabilitation, is available in South 
Vietnam as the result of the cutback in the South Vietnamese forces 
being supported through MDAP. Some, if not all of this excess will, 
after rehabilitation be available for distribution to other country pro- 
oTrams. 

We further believe that the country requirements being calculated 
on a time-phased basis, with appropriate notations of the items of 
equipment on hand not being utilized, the compilation of which I 
have previously described, will reveal other redistributable excesses 
which will more than counterbalance the $216 million of programs 
in excess of available funds as of March 20, 1955. 


REVIEW OF EXISTING PROGRAM 


Furthermore, as I previously stated, all existing plans and pro- 
grams are being subjected to a review in the light of current political, 
economic, and military conditions, and even more radical changes in 
our programs may be recommended as a result of that review. 

We, therefore, prefer not to make any program revision at this time 
solely in order to bring our existing programs in line with the aggre- 
gate of available funds, when there are so many unknown factors 
which we believe will become clearer as our other studies are com- 
pleted. 

Now, this Congressional Presentation Data Book before you is 
quite different in its form and substance from any previously pre- 
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sented. We believe it will be useful for you in connection with this 
presentation and your determinations in respect thereof. It is also 
the embodiment of a statistical control system which we intend to 
keep current and which, for the first time, will enable us to know on 
a reasonably current basis, by dollars and principal items, where we 
have been with MDAP and where we are planning to go. 

If you will look briefly at the first seven pages of the book before you, 
you will notice that it starts with the worldwide total of all programs 
through fiscal year 1955 by dollars on an area and country basis as of 
March 20,1955. That is shown on page 1. 

Senator SmirH. That isthe same $19 billion ? 

Mr. Henseu. That is right, Senator Smith. 

And, the reason we showed it on the previous page, in spite of that 
change in Korea, was that we had made up that book and wanted to 

carry that figure through to show you how it was divided among the 
countries. 
DOLLAR TOTALS 


Now, if you turn to page 3, you will see the same total programs 
by dollar totals on a broad category basis as of the same date, together 
with the performance as of January 31, 1955, and the amount remain- 
ing to be accomplished. 

Pages 4 and 5 show the same information as appears on page No. 3, 
in somewhat more detail, particularly with respect to the items dis- 
tributed by areas and those not distributed by areas. All of these 
figures will tie in with each other. 

i ages 6 and 7 pick up the totals of equipment and supplies appear- 
ing on pages 3 and 4, and break down the previously given dollar 
figures with respect to certain principal items and dollars attributable 
thereto, with the balance of the dollars under general categories of 
equipment. A complete record on an item basis would run into thou- 
sands of items and would be neither helpful nor workable. This detail 
is shown separately with respect to each of the three military depart- 
ments, 

You will notice we show items of equipment and then show elec- 
tronics and communications equipment, and then have all other sup- 
plies, equipment, and spare parts. We have accounted, however, for 
the bulk of the money on the item basis. 


FOREIGN BASES 


Senator Arxen. Mr. Hensel, the figures of expenditures in Green- 
land and Iceland, are they under Denmark, or carried separately 

Mr. Hensev. Well, I do not think we have any military assistance 
in either of those places. And, remember, I am only talking about mil- 
itary assistance, 

Senator AIKEN. Do we have any American bases there ? 

Mr. Hensex. Oh, no, not in the military assistance programs. 

Senator Arken. How do we carry on our programs in cooperation 
with Canada? 

Mr. Hensex. Those are all under the Department of Defense. 


Senator Arken. They are all in the Department of Defense? 
Mr. Hensex. That is right. 
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And the amounts that we are spending on foreign bases that are 
going to be operated by our people are not in here. 

Senator Arken. They are not included in here ? 

Mr. Hensev. No,sir. This is purely military assistance. 

Senator Arken. Assistance to military forces of friendly foreign 
countries? : 


Mr. Henset. That is right. 
ITEM CONTROLS 


Now, we have—for our own purposes we keep somewhat more elab- 
orate item controls, but even then we are down to about 100 items per 
service instead of thousands. If we tried to keep a complete record, 
it would be, as I said, neither helpful nor workable. You could not 
use it. 

But, the details given here, however, will enable you, I think, to 
understand the programs with respect to the three military depart- 
ments, because, you see, it is broken down on the basis of the military 
department—sheet 6 is Army, sheet 7 Navy, and sheet 8 shows Air 
Force; that is, on the overall global basis. 

Now, I would like at this point to call your attention to the fact 
that the split between the program of materials and supplies accom- 
plished and the balance to be accomplished, is made on the basis of 
deliveries through January 31, 1955, as distinguished from fiscal ex- 
penditures. All of the other items shown on pages 3, 4, and 5 are split 
between program accomplished and program to be accomplished on an 
expenditure basis. 

It is our thought that, with respect to equipment and supplies, de- 
livery information is more suitable for control purposes than expendi- 
tures, which are, however, followed closely for all items by the fiscal 
group in the joint Comptroller-ISA accounting staff. 


AREA AND COUNTRY BREAKDOWN 


Now, the rest of this book, the Congressional Presentation Data 
book, presents much the same information, first, on an area and then 
on a country basis, with certain additional information presented both 
in narrative and tabular form. 

For instance, if you turn to sheet 9, you will notice that certain 
narrative information is presented with respect to the European 
NATO forces which explains the MDAP objectives, endeavors to 
evaluate the progress made, the major equipment deficiencies, the ef- 
fect of United States delivery rates, and other appropriate informa- 
tion with respect to such NATO forces. 

Pages 11 through 16, with respect to Europe, are in the same format 
as the first five pages previously described on a worldwide basis. 

You see, we start with dollars and then move into principal items 
on a service basis. 

And, just to complete it by showing one of the country programs, 
if you will next turn to page 17, which starts the informational pro- 
gram for Belgium, you will notice that in addition to the narrative 
presentation similar to that with respect to NATO, page 17 sets forth 
a very brief summary of the forces used as a basis for fiscal year 1955 
programing for Belgium, the status of the Belgian forces as of De- 
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cember 31, 1954, and certain other summary information with respect 
to the 1950-54 program, major item deliveries and a tentative fiscal 
year 1955 program. 

Page 18 contains certain information with respect to the program 
accomplished and programed with respect to B elgium, and was taken 
in substance from the reports prepared at the end of the calendar year 
1954 annual review of NATO forces, with which I assume you are 
familiar, and a recent study of the effectiveness of NATO forces made 
by SACEUR. 

The balance of the book shows similar information for other for- 

eign countries receiving MDAP funds, and the last few pages in the 

bot the future needs and certain estimates of fiscal year 1956 which, 
in our opinion, support the reasonableness of the $1.4 billion, and I 
will be available to discuss this in detail with you, if you desire. 

Senator SmirH. You refer to page 252? 

Mr. Hensex. Yes, sir; 251 and 252, yes. 

I can give you the background of that and the significance of it. I 
can give you any detail as to how these figures were prepared that you 
desire. 

RELIABILITY OF OUR ALLIES 


Senator Witry. Well, Mr. Secretary, this is a tremendous job that 
has been accomplished. I have one question. 

You have given us a picture of the distribution of strategic material. 
Are you ina position, from your personal knowledge and ‘from the in- 
formation given you, to give us an evaluation of our allies’ reliability ? 

Mr. Hensev. That is an extraordinarily difficult question to answer 
on the basis of actual experience. 

Based on the trips I have made, Senator, I would say that we have 
come a long way with them. I think we are reaping the results of that 
work in Europe today. 

I was in London, at the Paris Conferences; I think you could see 
there that the Allies wanted to stand together, and I had great hopes. 

I think in my trips to the Middle East and with the Bandung Con- 
ference, I came to three conclusions: that no matter where I went there 
was not anybody that thought we were offering any threat; second, 
everybody knew and felt in his heart that we were trying to be help- 
ful, although they might disagree in some cases with us, they felt that 
what we were trying to do was to try to be helpful; and third, they 
knew that we were the only source of hope that exists in the world 
today. 

Now, that is a long way, I think, giving them some ability to main- 
tain internal security, and it has given them a feeling of a greater con- 
fiidence. I think that we have given them some assurance that they can 
put up a show of defense against any aggression from without. 
| Deleted. | 

Let me say that I am confident that we have brought them a long 
way, and if we continue we can bring them a lot fur ther. 

Senator Witey. And you agree ‘definitely that if we had not done 
thisa good many of them would have been unreliable ? 

Mr. HenseL. ‘They would not have any confidence in themselves. It 
is not a question that anybody wants to be unreliable, but in order to 
be reliable, you have to hav? some confidence in yourself and must 
have sort of an ability to maintain yourself. 
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PROGRAMING THE FUNDS 


The Cuatmrman. Well now, the presentation book deals with what 
has been done, does it not? 

Mr. Henset. It also outlines somewhat the program under the pres- 
ent program. 

The CuairmMan. Under the present program / 

Mr. Henseu. Yes, sir. 

The CuatrMan. Through 1956? 

Mr. Hensev. No, through 1955. For 1956 we have presented 
estimates. 

Let me be quite frank with you and I can develop that at length if 
you like, here. 

We started with $1.4 billion as a judgment figure, in the belief 
that was necessary to keep the program rolling. “We then tested it 
against needs that we knew had not been prov ided for in the past and 
should be taken care of in the future, and it showed that $1.4 billion 
was on the conservative side and it is that estimate, as I call it of a 
conservative nature, $1,400 million, that appears on pages 252 and 
following, which I can detail to you in further detail if you would like 
to hear it, and tell you how each figure was built up and what our 
feeling was. 

Sut, let me emphasize the fact that in calculating what we might 
use the $1,400 million for, we started with the principle that we should 
not try to take care of anything for which provision has been previ- 
ously made or for which we felt we could defer obligation or expendi- 
ture beyond fiscal year 1956. 

In other words, we tried frankly to shake the program down and 
estimated the lowest figure that we thought we could get along with to 
maintain it on an even keel while we completed this careful analysis, 
which I feel we have now. 

The CuatrMan. That figure for 1955 is the 1956 figure you start 
with ¢ 

Mr. Hensev. Yes, sir, and it is built up on the assumption all the 
other unexpended money is available. 

The Cuatrman. All the unexpended ? 

Mr. Hensev. Yes, sir. You will see, if you look very briefly at page 
252, it breaks down into items, I would say, our current expenditures, 
items paid for currently at each year. Those are the first two cate- 
gories and then in category 3, you see some commitments, some of 
which are with congressional authorization—this $122 million for 
infrastructure is carrying out the balance of a program you previously 
authorized and some of the others are commitments of varying firm- 
ness, all subject to review by Congress, but nevertheless representa- 
tions made to countries upon which they are relying and on which 
action should be taken in 1956. [Deleted.] 







UNOBLIGATED FUNDS 


Senator Arken, Is it correct to assume that you have no unallocated 
funds on hand at the present time? 

Mr. Hensev. We expect, Senator, that by the end of this year, in 
ccordance with the definition of obligation in section 1311 of the Sup- 
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plemental Appropriation Act, 1955, that the only unobligated funds 
we will have on hand is the $100 million. 

Now, I am not putting up these estimates on 252 as illustrative 
of this program, I am only putting them as a figure to show that our 
estimated figure is a conservative one. I can furnish you details to the 
extent of the illustrative programs in the past that had to be changed. 

Senator ArkeN. How much of that commitment is for South Viet- 
nam? Is that listed here somewhere? 

Mr. Hensewt. Are you talking about fiscal year 1956 or in the past? 
There is nothing in our estimates—— 

Senator Arken. Apparently there is not. 

Mr. HENSEL. Well, I think all of the need that falls within the 
limited category of military assistance to South Vietnam has been 
given. 

As a matter of fact, you will recall I mentioned here I feel we will 
have the military equipment that we will be able to recover from South 
Vietnam. ae 

Now, the assistance that is being given South Vietnam is in the 
form of direct forces support, the details of which there are other wit- 
nesses that I think could speak more about than I. [ Deleted. | 

Senator Mansrievp. Mr. Secretary, is the figure you have men- 
tioned the one advocated by Defense ! 

Mr. Henset. That is correct. 

Senator Mansrretp. Under the judgment of the President ? 

Mr. Hensex. Let us say that judgment started in the Defense 
program. 

Senator Mansrrevp. And Mr. Humphrey did not cut it down? 

Mr. Henset. No,sir. [ Deleted. | 

I explained it at some length before you came in, Senator, we are 
reviewing our entire program to make certain to keep in tune with 
reality. 

We have for the first time statistical records that we believe will 
enable us to supervise that program closely. 

I personally believe this is all the money I would like to ask for at 
this time to keep the program going until we can complete our de- 
tailed analysis and review our existing program so that we can come 
and say, “Look, we know what has to be changed in this respect.” 


REDUCTION OF FORCES 


Senator Mansrieip. Well, according to your figures and statements, 
it would appear that every country in the world is reducing its forces 
at the present time, just as we are in this country. Is that correet ? 

Mr. Henset. I would not say every country in the world. You are 
looking at page 9? ; F 

Senator MansFietp. Page 9. 

Mr. Hensex. That deals solely with the NATO countries. I don’t 
think they are all reducing. I do think that the continuous buildup 
on which we have counted is not happening. 

Senator Mansrrevp. That has Ten the case for the past several 
years, because they have never yet achieved the géals, have they? 

Mr. Henset. No. at . 
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THE SITUATION IN GREECE 


Senator Mansrrevp. I don’t know all the questions that have been 
asked. Has Greece been brought up ? 

The Cuarrman. Yes. You might go into it again. [Deleted.] 

Mr. Hensev. And I would only be able to speak on the military 
aspects. 

Senator Mansrrevp. In regard to the military, the amount re- 
quested is $15 million plus a possible carryover of $10 million or $11 
million, making a total of $26 million for Greece. I am told that 
the danger over there is becoming more evident because of the economic 
difficulties which the Greeks are facing at the present time due to the 
heavy burden they carry, eae the earthquake which occurred recently. 

[ just wanted to lay the facts before the committee and have your 
comments. 

Mr. Hensex. Well, I would not be able to comment in any detail on 
that part of it because it is outside of my cognizance. 

| Deleted. | 

Senator Mansrietp. My purpose is served, because I just wanted to 
bring it up. 

Mr. Henseu. Yes, sir. I assure you that we are not unmindful of 
the Greek situation and whenever these defense support items come 
up, they come out of a joint country team evaluation and careful 
study in the country, which is a military and economic and political 
matter. 

GREEK SHIPOWNERS 


Senator Mansrrevp. Mr. Secretary, I would like to raise a question 
about the status of the Greek shipowners. I asked why was it best 
to get all of these Greek shipowners liable to the Greek Government 
and I was told that it is an extremely difficult thing to do and that 
the Maritime Commission of this country has been of very little help. 
They seem to think more of allowing some of our excess freighters 
to go to people who would use the Liberian, Panamanian, and other 
flags, making very little effort to see that these Greek shipowners are 
made in effect a part of the Greek economy. 

I was wondering if something could not be done along that line 
by this Government to help put these ships under the Greek flag so 
that the Greek Government could get something in the way of revenues 
and thereby get out of some of the economic difficulties facing them at 
the present time. 

Mr. Hensex. I am sure some ships are being placed under Liberian 
and Panamanian flags. Whether that is the story with respect to 
Greek shipowners, I do not know. [ Deleted. | 

Frankly, I don’t know what to do in Greece in order to make cer- 
tain that they collect the taxes that they should collect. I am quite 
certain it is not our Maritime Commission that causes the entire prob- 
lem. I ‘know they are not taxed on the same basis as our people 
and— 

Senator Arken. Apparently the Government taxes what we call 
the necessities of life, largely. 

Mr. Henset. I am afraid that is true ina good many countries and 
while we can work on that, we are up against a 






















MUTUAL SECURITY ACT OF 1955 141 
Senator Mansrieip. Of course, it is their responsibility. 
Mr. Hensex. That is right. 


AID TO GREECE 


Senator Arken. I do not see any recommendation or request for any 
funds for Greece except $1,500,000 for technical and $15 million for 
defense forces. There is no request for direct forces support. 

Mr. Hensex. No. Let me make clear the distinction. 

Direct forces support is the soft goods counterpart of the hard 
goods that are included in military assistance. 

Senator Arken. I see. 

Mr. Hensew. So, the support of the Greek troops would be all car- 
ried in defense support and not direct forces support. ‘These names 
or titles of different types of aid are a little diffienlt and not logical— 
but we are talking about items in our military assistance plus train- 
ing, and in direct forces support, you are talking about the soft goods 
counterpart. 

Military assistance, as I say, is the gun, and the cartridges, and you 
would find the cartridge belt and the clothing and his shoes over in 
the direct forces support, and in defense support you would find the 
budgetary support of their troops in the field. 

lf you look at page 103, at the military assistance part, as of Janu- 
ary 31, we still have some programed and to be accomplished. Now, 
that is military hardware. [Deleted.] You will notice in column 5 
and column 6, they break down the program. 

As I outlined before you came in, Senator, we are programed in 
excess of the money we have on hand by some $216,000,000. 


OBLIGATIONS AND RESERVATIONS 


Senator MansrieLp. You erent the fact you may have a carry- 
over at the end of this fiscal ye 

Mr. Hensev. No, sir. We aes unobligated and assuming all pro- 
grams and allocations approved, of only, $100 million. [Deleted. | 

Senator Mansrietp. Mr. Secretary, can you furnish this committee 
with a month-by-month table for this fiscal year showing the amounts 
of money obligated each month, current month ? 

Mr. Suaw (Comptroller, ISA). We can do that. We will have to 
explain, under the system we are following now, under section 110 of 
Public Law 778, 83d Congress, we set up funds in reserve in anticipa- 
tion of deliveries. 

The services are using their own appropriations to fund items in- 
cluded in the reservation. It is only upon delivery of the common 
item that MDA money, military assistance money, is actually used to 
reimburse the Department of Defense services appropriations. The 
reservation is an acceptable form of obligation but differs from the 
usual definition of obligation. 

We can tell you what has been set up in reserve and what has been 
obligated by direct citation. 

Senator Mansrrecp. You mean to say you use American defense 
funds to obligate funds for MDAP, and then when they come due, 
then you know what amounts will be needed for MDAP? 
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Mr. Suaw. For the common items, yes, sir. 

Mr. Hensev. But the full amount is reserved, Senator, right from 
the start. And I might say that reservation of funds fits the new defi- 
nition of obligation written into the statute last year. 

Senator Mansrrevp. Could you do your best to get it on a month- 
by-month basis ? 

Mr. Henseu. Yes. 


(The information referred to above follows :) 


DEPARTMENT OF DEFENSE 







Statement of monthly obligations and reservations incurred by the Department 
of Defense for military assistance, as authorized by title I, ch. I, Public Law 
665, 83d Cong. 























; i | at i Obligations 
Month Obligations Reserves | and Siderwae 


1954 


December 


July ah Sida teeos aay $70. 1 0 $70.1 
August -_-.- ‘ ‘ a“ — intitas 50. 6 | 0 50.6 
PORROTIIGE 5 «8 ds oo dsb bb Kbnky r 87.8 | 0 87.8 
October. ..-.- concn suatial 5 an (75. 2) 0 | 75.2 
November. --- ‘ Poe. hs eT Ee GT 3 34.8 | 0 34.8 


January 






Subtotal echowied i sitet : ‘ 4 
February } oaeek toate (172. 6) | 282.9 | 110.3 
March. __-- i ; ppp ~cedacbbtehi tele dns (2) | 58.4 58. 4 
April... ene | 9.1 1 


Total 


















Reserves are established pursuant to the provisions of sec. 110, Public Law 778, 83d Cong., when orders 
are issued to the military departments for procurement of common items under the regular military appro- 
priations. Such reserves remain available for reimbursement to military appropriations, on the basis of 
materiel delivered or services performed, until June 30, 1957. 

2 Obligation information not available. 


Notr.—Amounts are rounded to nearest hundred thousand and may not add to totals. Minus obliga- 


tions shown in () are due to a shift in appropriation structure necessitating an involved redistribution proc- 
ess. Further adjustments will be reflected in subsequent months but prior to June 30, 1955. 


MDAP FUNDING PROCEDURES 





The provisions of section 110, Public Law 778, 83d Congress, required certain 
changes to be made in the funding and accounting procedures for the mutual de- 
fense assistance program in the Department of Defense. 

During July and August of 1954, the Department of Defense continued to oper- 
ate the mutual defense assistance program under the authority of the joint resolu- 
tion making temporary appropriations for the fiscal year 1955, and for other pur- 
poses (H. J. Res. 552), 68 Stat. 448, approved July 6, 1954. During this period 
and prior to the issuance of Executive Order No. 10575 on November 6, 1954, 
MDAP funds were administered for the President by the Foreign Operations Ad- 
ministration and such funds were made available to the Secretary of Defense by 
allocation transfers. These funds were in turn allocated by the Secretary of 
Defense to the military departments. 

MDAP funds for fiscal year 1955 were appropriated by Congress by Public Law 
778, 83d Congress, Mutual Security Appropriation Act, 1955. This act was ap- 
proved September 8, 1954. These funds were appropriated as follows: For gen- 
eral military assistance authorized by section 103 of the Mutual Security Act of 
1954, $1,092,700,000, plus not to exceed $2,383,512,729 of unobligated balances; for 
infrastructure authorized by section 104 (a), $100 million, plus not to exceed 
$39 million of unobligated balances. Such unobligated balances were to be de- 
rived from balances of appropriations heretofore made for military assistance, 
including appropriations for mutual special weapons planning. Section 110 of 
Public Law 778 provided for the transfer of additional funds as follows: 

“* * * That funds appropriated in this act for military assistance (including 
specified amounts of unobligated balances), and amounts certified pursuant to 
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section 1311 of the Supplemental Appropriation Act, 1955, as having been obli 
gated against appropriations heretofore made for such purposes, shall be main- 
tained in one aceount which shall be used for all transactions involving military 
assistance during the current fiscal year, and no expenditures shall be made from 
such account except as may be within the limits of the sum of the amounts men- 
tioned in this proviso * * *,” 

On November 6, 1954, the President, by Executive Order No. 10575, allocated 
funds, made available to the President for carrying out chapter 1 of title I of 
the Mutual Security Act of 1954, to the Secretary of Defense. The Secretary of 
Defense acts under this authority as the delegated agent of the President to 
administer the parent military assistance appropriation. 

Under this delegation the Secretary of Defense is responsible for submitting 
apportionment and reapportionment requests to the Bureau of the Budget cover 
ing both the parent account and all transfers therefrom. The Bureau apportions 
funds for infrastructure for the year as a whole. Funds for administrative ex- 
penses are apportioned on a time basis, i. e. by quarters. General military as- 
sistance funds are apportioned by activities, projects and combinations of projects 
(e. g. offshore procurement, shipbuilding in the United States, special MDAP 
items—end items completely peculiar to MDAP, development of advanced design 
weapons, procurement from other appropriations, and all other). The approved 
apportionments control the obligations to be incurred on a consolidated basis. As 
funds are transferred to operating agencies they are advised of the obligation 
rate, or limitations to be permitted, in order that the obligations incurred for the 
program as a whole may be kept within the amount of the approved apportion- 
ments. 

To carry out the provisions of section 110, Public Law 778, funds for 
military assistance are administered under two different procedures: (a) direct 
citation, and (0b) reimbursement for common items. For purposes of funding 
and accounting, appropriation limitation accounts have been administratively 
established for each of the two procedures. 

In order to utilize the existing budget, supply and fiscal accounting o 
tions of the military departments, funds are made available to 
departments, as well as other agencies 


general 


rganiza- 
the military 
, by appropriation transfers to transfer 


appropriation accounts and by the appropriation limitation accounts described 
above. 

Under the direct citation procedure, funds are made available to the operating 
agencies, to the fullest extent possible, to meet the requirements of the program 
previously approved by the Assistant Secretary of Defense, International Secu- 


rity Affairs. Allocations of military assistance funds, by the comptrollers of 
the military departments, to operating agencies, technical services, bureaus and 
commands, and allotments from the operating agencies to field installations fol- 
low the normal procedures and channels as prescribed by Department of Defense 
directive on administrative control of funds. 

Under the direct citation procedure, individual transactions in the field are 
accounted for in accordance with regular established procedures; that is, allot- 
ment accounts for MDAP funds are established and commitments are recorded 
under the allotment accounts at the time funds are reserved by the issuance 
of procurement directives or related documents ; obligations at the time contracts 
or other obligation documents are consummated; and expenditures at the time 
payments are made in accordance with regular disbursing procedures (including 
partial, progress, or advance payments). 

Funding for all military assistance programs except procurement of items 
common to both MDAP and military requirements, other than shipbuilding in the 
United States, are funded by the direct citation procedure. 

Section 110, Public Law 778, 83d Congress, also states in part as follows: 

“* * * Within the limits of amounts available from funds so allocated, the 
Department of Defense is authorized to incur, in applicable appropriations, obli- 
gations in anticipation of reimbursement from such allocations, and no funds 
so allocated and available shall be withdrawn by administrative action until the 
Secretary of Defense shall certify that they are not required for liquidation of 
obligations so incurred. Unobligated amounts of such allocations equal to the 
value of orders placed with the military departments against such allocations 
during the current fiscal year shall be reserved and shall remain available until 
June 30, 1957, for making such reimbursements (except in case of funds obligated 
directly against such allocations) only upon the basis of materials delivered and 
services rendered * * *.” 
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Funding procedures for the “reimbursement for common items” limitation are 
entirely new in Government and are used for the funding of common items only, 
which are ordered prior to the funding by means of “MDAP common item 


orders.” 











The term “common items” means those items of materiel which are procured 
for, owned by (service stocks), or used by any military department of the Depart- 
ment of Defense. Common items exclude: (a) items peculiar to MDAP require- 
ments only, (0) Navy shipbuilding, 


stocks, 





(c) MDAP offshore procurement, (d) excess 
(e) services, (f) infrastructure, and (g) administrative expenses. Com- 
mon items represent service stocks and procurement financed initially by the 


services 

















The term “MDAP common item order” means the document issued, pursuant 
to the provisions of section 110, Public Law 778, 83d Congress, to the military 
departments authorizing procurement, or delivery from service stocks, of com- 
mon items as defined above. Such common item orders constitute authority for: 
(1) the implementation, either by procurement or supply from service stocks, of 
specified items included in the common item materiel program, (2) reserving 
funds in the parent appropriation, (8) the military departments to record antici- 
pated reimbursements in applicable military appropriations, and (4) subsequent 
funding to the military departments to reimburse military appropriations upon 
the basis of materiel delivered and services performed. 

Upon approval of materiel programs by the Assistant Secretary of Defense 
(ISA) “MDAP common item orders” are issued to the military departments and 
administrative reserves, in equal amounts, are established on the books of the 
parent appropriation under the limitation “Reimbursement for common items.” 
The total amount reserved (including amounts transferred to the military 
departments for the purpose of reimbursement) are not altered except upon 
certification by the Secretary of Defense, as provided in section 110, Public Law 
778, and will remain available for reimbursement to military appropriations 
until June 30, 1957. 

Upon receipt of “MDAP common item orders” from the Secretary of Defense, 
the military departments distribute the quantity and value thereof in the ap- 
proved supply program for common items for each of the regular military appro- 
priations under which the procurement (or issue) is to be accomplished. Such 
amounts are not recorded or reported as obligations incurred at that time. 

Concurrently with the inclusion of the amounts of “MDAP common item 
orders” in approved supply programs, the military departments are authorized 
to take up as anticipated reimbursements, the amounts of such orders in the 
applicable regular military appropriation to which the MDAP order for pro- 
curement (or issue) is distributed. Such amounts of anticipated reimbursements 
in the regular military appropriations are included in the total available for 
apportionment. 

sy thus providing, in the MDAP account, the reservation of funds and by 
maintaining an equal balance of anticipated reimbursements in the regular 
military appropriations, the provisions of section 3679, Revised Statutes, is com- 
plied with since the authority to incur, in applicable appropriations, obligations 
in anticipation of reimbursements is contained in section 110, Public Law 778, 
83d Congress. 

Upon the consolidation of the procurement for MDAP with that for elements of 
the Department of Defense, in accordance with normal procurement procedures 
and responsibilities, the identity of any segment of such consolidated procure- 
ment is lost, and it can only be assumed that the available apportionments and 
obligations incurred under the regular military appropriations will apply to the 
combined total of such available funds. If at the end of any apportionment 
period, or in the case of an annual military appropriation, all of the consolidated 
program has not been obligated, anticipated reimbursements from the military- 
assistance appropriations may be carried forward and be available in the suc- 
ceeding apportionment period to the extent they are not required for liquidation 
of obligations previously incurred. 

Normal accounting procedures for these common items are followed through- 
out the procurement and supply process under the military appropriations— 
i. e., the issuance of project orders, letting of contracts, payment of public 
vouchers, and so forth. Regular fiscal accounting procedures are followed to re- 
flect these various procurement stages under the military appropriations— 
obligations incurred are recorded for the contracts, project orders, and other 
obligating documents: expenditures are recorded for payments (progress, ad- 
vance, partial, or complete) to vendors or other payees. No separate accounting 
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is authorized to distinguish the portions of these obligations and expenditures 
which might be considered to have been made on behalf of MDAP as distinct 
from those made on behalf of the regular funds of the military departments. 

Funds are transferred to the military departments from the amounts pre- 
viously reserved to the special limitation account “Reimbursement for common 
items” on a quarterly basis so as to have available at all times in each military 
department an amount for reimbursement equal to its estimate of one quarter's 
deliveries. 

When materiel has been delivered, documentary evidence of such delivery, 
along with other required accounting data, is submitted to special MDAP clear- 
ing offices (supply control points) where standard form 1080's are processed to 
reimburse military appropriations. This completes the funding cycle. 


RATE OF OBLIGATION 


Senator Mansrrevp. The staff has furnished me with some figures 
which seemed to indicate to me that the same old pattern is being re- 
peated this year as in the previous vears. 

In other words, as the fiscal year nears an end, more money is ex- 
pended on a monthly basis. 

For instance, the actual obligations and reservations for an 8-month 
period, July to February, amount to $1,797,300,000, or $224,700,000 
per month. The estimated obligations and reservations for the 4- 
month period of March through June amount to $3,364,800,000, or 
$841,200,000 per month. 

Why is the rate of obligation of the last 4 months of the fiscal year 
almost 4 times the rate in the first 8 months ? 

Mr. Henset. May I endeavor to answer that, Senator. 

We have an administrative lead time which prejudices us a great 
deal. The administrative lead time starts with getting the authoriza- 
tion and the appropriation. 

Now, last year, the appropriations act was not approved until Sep- 
tember 3, 1954—in other words, you had July and August going by 
where we did not have any appropriations. In‘1953 it was July 15, and 
in 1952 it was the 31st of October. 

So, it is extraordinarily difficult to make any obligations in the 
early part of any fiscal year, as long as this pattern of delayed ap- 
proval of the appropriations takes place and is continued. 

Now, I know the difficulties in getting started, and I am not criticiz- 
ing that, but I think you draw an erroneous conclusion if you feel it 
is all our fault. and by stalling or delaying to get the programs ap- 
proved to take into account all ‘of the c hanges that take place. 

[ give an example in the presentation of the fiscal year 1954 illus- 
trative programs, that took place after Dienbienphu had fallen. 
You can imagine what it would have looked like if you held hearings 
before Die wnbienphu had fallen, or if Dienbienphu held out until later 
summer, there would have been wholesale changes before getting any 
obligated—but even with the knowledge of the fact behind it, there 
arose in the year 1955 over $300 million worth of needs of an emer- 
gency basis which had not been taken care of in the illustrative pro- 
grams presented. 

Senator Mansrietp. Mr. Secretary, I think your example of Dien- 
bienphu is overstated to some extent because, according to the best 
knowledge, there was no lack of equipment going to Indochina. I 
would be willing to bet my last dime that no French army in the his- 
tory of any nation ever had at their disposal more than they had. 
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Mr. Henset, I agree. 

All I want to say is that I was just taking that asa striking example, 
just asking you to think what changes would have been made in the 
programs if Dienbienphu had held out until, say, October instead of 
early spring. 

You are correct in saying that there was more than enough equip- 
ment for the defense. 


REASONS FOR DELAYED OBLIGATIONS 


I wanted to follow that up with an example. We had over $300 
million of demands that we had to take care of on a crisis basis. It 
just interferes with the programing cycle and with our ability to 
make the obligations in the early part of the year. 

I might say also that there were transferred by the President from 
military-assistance funds to other expenditures ‘and obligations out- 
side of the Department of Defense’s cognizance some $200 million, 
and it is all of those difficulties that make for a del: ryed obligation of 
these necessary funds. I, too, wish we could obligate more in the early 
part of the fiscal year. 

Senator Mansrretp. Well, now, Mr. Secretary, would you say that 
as far as the Defense Department is concerned, that it is pretty sure 
of getting just about what it asks for, year after year ? 

Mr. Hensev. | hope that is true, because we have tried to trim our 
requests down to a modest scale. 

Senator Mansrrevp. All right. But the situation is worse in the 
Defense Department because the actual obligations of the Defense 
Department for the first 8 months of the fise val year are $1,065,200, ree 
or $133,200,000 a month, and for the last 4 months of the fiscal yea 
however, the estimated obligations and reservations of Defense are 
$2,270,100,000, or $567,500,000 a month. So, the same pattern holds 
there. 

UNEXPEN DED BALANCES 


Now, I note the table of analysis of expenditures, section 1, page 3 
of the presentation book, shows an estimated unexpended balance as 
of June 30, 1955, of $8,728,500,000. Last year the unexpended balance 
as of June 30, 1955, was estimated at $7,360,800,000. 

Now, what happened in the meantime to throw last year’s estimate 
off by almost $1.4 billion ? 

Senator Arken. Will you yield for a question ¢ 

Senator Mansrretp. Yes, sir. 

Senator AITKEN. Do you have in your material anything to show the 
amount of allocated commitments which were rescindec during the 
first 8 months of the fiscal year? 

Mr. Hensev. No; not at all; but what I am going on, Senator Aiken, 
is the fact last year when we asked for the figure from FOA, they 
likewise showed extraordinary life in the last 3 or 4 months of the 
fiscal year, indicating the—— 

Senator Arken. Then, that is not peculiar to this particular de- 
partment ? 

Mr. Hensex. No. 

Senator Arken. The reason I asked my question, at one time I was 

chairman of what we now call the Committee on Government Opera- 
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tions, and we found one agency which did quite a lot of work in your 
State, I believe, which had the peculiar habit of making a great many 
commitments during the last few months of the year— 

Senator MAnsrievp. It isan old custom. 

Senator Arken. Of course. I am not saying that the Defense De- 
partment would know anything at all about that procedure. 

Mr. Hensev. Oh, yes; I am fully familiar with what both of you 
Senators are discussing, and I hope that you do not think that is the 
course that is being followed in connection with the MDAP work. 

There has been, as I indicated, extraordinary difficulty in getting our 
program into shape at the end of the fiseal year because our appropria- 
tions come so late. 

I could not check your figures that you re ad, Senator Mansfield, but 
I understand what you did is to compare the military-assistance figure 
of last year with the total unobligated of this year. And you would, 
of course, get a substantial increase, because they are not comparable. 

L was not able to follow that myself, but as of the 31st of January, 
worldwide figure, we had $7,700 million or close to $7,800 million 
still to be accomplished. 

Also, and I may have outlined it before you came in, Senator, I 
spent some time indicating our desire to thoroughly analyze all of these 
existing programs, and I said I followed a proc edure of not obligating 
anything until I was absolutely sure it would, in my opinion, be us: ible, 
even if some of the plans were radically changed. 

Now, to that extent, I have deliberately slowed down some of the 
obligations until we could be satisfied. We have also slowed down ex- 
penditures. 

Now, it is relatively easy to spend money, but now I want to be 
certain that the money is obligated for purposes that are absolutely 
necessary and also that the expenditures are used for that. 

And I think we have been ina year where we have been realizing sub- 
stantially our statistical controls, bringing the field more and more 
inte the planning picture, and consequently having the program more 
in line with reality. This has been the first real reappraisal that is 
now in progress since the program, in substance, was lined up, and 
although the tree has been pruned and some of the branches lopped 
off, the tree is still the same as the pattern started in 1951. 

The CuarrMan. Any further question / 


NATO ANNUAL REVIEW 


Senator Smiru. The staff has brought to my attention certain studies 
in regard to the individual countries. Statements are made in the 
Department of Defense presentation book which raise certain ques- 
tions. 

Now, those statements that are in this explanatory paragraph 
about Belgium, did they come from the field ? 

Mr. Hensext. Most of the statements—are you talking about page 
252 and beyond ? 

Senator Smrrn. No; I am talking about Belgium. [ Deleted. ] 

Mr. Hensev. Well, what we have done is to try to present to you 
fully and frankly the results from the NATO annual review, and an 
estimate made by SHAPE Headquarters of the effectiveness of the 
forces and the difficulties being encountered in the different countries. 
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Senator Smiru. Well, what I wanted is: Where do those state- 
ments come from / 

Mr. Hensev. That comes from the field and the NATO studies. 

| Deleted. | 

Senator Smrrn. On page 24, there seems to be a special note with 
regard to Denmark. 

Mr. Hensexw. And that comes also from SHAPE. 

Senator Smith, I believe that many modifications of existing pro- 
erams will be made in the light of that information. I do not want 
to do it with a meat ax or do it unintelligently, until we have had a 
very careful review. { Deleted. ] 

Now, we can spend the money and obligate it without any trouble 
at all, but to do it intelligently is another story. 


RATE OF DELIVERIES 


One interesting thing, you noticed that yesterday Admiral Radford 
felt that the deliveries are increasing. I believe that is based on his 
study in the field, that we are getting to the field what they need, when 
they need it, and not just to put it in a storehouse anywhere. 

Hlowever, as a matter of fact, the deliveries had slowed down but 
they were getting it in tune with what they need, so everything is 
satisfactor \V. 

I have inquired practically every night as to whether we are noe a 
ing up a single program in our delivery schedules, and everybody : 
sured me, no. 

Last year we had some trouble in two countries and speeded up those 
deliveries and now MAAG’s are very satisfied. 

But, you see, it does not do any good to send equipment into a coun 
try just simply to have it put into a storehouse. We havea great many 
needs we could fulfill, and we are trying to tune our deliveries to the 
ability of the country to utilize, to equip y them, to meet the actual need 
to equip forces there. 

For instance, I have considerable flexibility and the ability to divert 
some of that to places where needed. This is somewhat of a sideline, 
but it isan indication. [ Deleted. | 


UNEXPENDED BALANCES 


Senator Smirn. I hope we are privileged to reflect to our colleagues 
on the floor that you have helped on the so-called unexpended balances. 
Your statement that you read this morning states that : 

All but $100 million should, in our opinion, be obligated, as that term is now 
Statutorily defined, by June 30, 1955, assuming all required program approvals 
and allocations. 

Mr. Henseu. Yes, sir. 

Senator Smirn. That means the whole story this year of unexpended 
balances is answered. 

Mr. Hensev. Well, they will still be unexpended, and I want to make 
clear to you that I retain a certain amount of flexibility in being able 
to divert items covered to other countries. 

Senator Smrrn. But they will be definitely obligated ? 

Mr. Hensew. Yes, sir. 
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Senator Smiru. And our colleagues could not say that you have too 
much available. 

Mr. Hensev. That is right. 

Senator Smiru. That is the problem in the Appropriations Com- 
mittee, of course, but it looks to me as though this meets it. 

Mr. Hensex. Yes, sir; but, please, don’t press me to expend any 
more rapidly and to make deliveries any more rapidly than we think 
intelligent. [Deleted.] You see, we are always trying now to relate 
our planning and our programing to the realities in the field and we 
believe that with this directive that I introduced here, that we now 
have a system that will bring the field more intimately into all of our 
plans. [ Deleted. | 

The Cuarrman. Do you wish to furnish us further information this 
afternoon ¢ 

Mr. Hensex. If you want to discuss the details of these estimates I 
have made to justify the $1.4 billion, I am at your disposal. 

If you are satisfied, I have nothing I want to add at this time. I am 
prepared to tell you just how we ‘arrived at the $1.4 billion from 
the judgment angle and also how we tested it with all these estimates 
and to go through i in detail the items on page 252, I think it is. 

The Cuarrman. Well, you might come back at 3:15. I will try to 
conserve as much of your time as possible. We have one other matter 
at 2 :30 but we will finish that in 30 or 45 minutes. 

Mr. Henset. I will, sir. 

The Cuarrman. And the committee will be glad to go into, I pre- 
sume, the question of how you arrived at the judgment figure of 
41.4 billion and what was considered in that. 

Mr. Hensex. And how we tested it. 


CHANGES IN THE PROGRAM 


The CHatrman. Mr. Secretary, could you respond to Senator 
Aiken’s suggestion or request ? 

Mr. Henseu. Yes, sir. He wants the program changes that were 
made. 

Senator A1rken. And the amount of rescissions in commitments. 

Mr. Hensex. I did not say that, I said program changes. 

Senator Aiken. I mean, how often the value of the commitment 
made was rescinded during the first 8 months of the year. 

Mr. Henset. I have a statement of changes in the programs. 

Senator ArkEN. I suppose you would not “call them rescissions, just 
changes, now ? 

Mr. Hensex. Yes, sir. I think I can give them to you right away. 

The CuarrMan. Do you want to go into this now ? 

Mr. Hensex. Well, I will just give it to you. 

(The classified document was subsequently furnished the com- 
mittee, and was made a part of the permanent record.) 

The Cuarrman. Then we will resume with you this afternoon. 

(Whereupon, the committee adjourned at 12:35 p. m., to reconvene 
at 2:30 p.m. the same day.) 
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TUESDAY, MAY 10, 1955 


Unrrep States Senate, 
ComMITTrEE ON Foreign RELATIONS, 
Washington, D. C. 

The committee met, pursuant to notice, at 2:30 p. m., in the Foreign 
Relations Committee room, United States Capitol Building, Senator 
Walter F. George (chairman) presiding. 

Present: Senators George, Fulbright, Mansfield, Barkley, Smith of 
New Jersey, and Capehart. 

The CHarrman. We will proceed with the hearing this afternoon. 

Congresman Powell, you may have a seat right there. 

I presume you wish to tell us something about the recent trip you 
took to southeast Asia. 

You may proceed. 


STATEMENT OF ADAM C. POWELL, JR., MEMBER OF CONGRESS 
FROM NEW YORK 


Mr. Powetu. Thank you. 

I want to thank you and the committee for this opportunity of 
sharing with you some of the experiences that I gained in Asia, and 
I left it up to you as to whether this should be an open or a closed 
session. 

I don’t think there is anything I would say behind closed doors that 
I wouldn’t say publicly anyway. 

The Cuaremman, All right. 

Mr. Powe... I would like, first, to say that when I was 12,000 miles 
from here I thought our State Department had acted very hastily in 
spurning Chou En-lai’s first offer. I felt mighty good when I read 
in the papers that you, whom we esteem as the No. 1 Member of our 
Congress, believed likewise that our Government should test the sin- 
cerity and negotiate with him without, of course, losing any of our 
integrity in the process, 

It made me feel good. 


THE CONFERENCE A VICTORY FOR DEMOCRACY 


The Indonesia-Africa-Asia Conference was a distinct victory for 
democracy. It was not anti-West, it was not antiwhite. 

At a conference that I had yesterday with top members of the De- 
partment of State—it was an off-the-record conference—there was one 
remark made there which I think should be repeated. Even as late 
as yesterday one of the top members of our Department. of State 
thought that the Asian-African Conference was antiwhite. 
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I spent quite a little time arguing the point with him. It was not 
antiwhite nor anti- West. 

The final communique which they issued was issued unanimously. I 
hold in my hand a copy of it. 

They refer 18 times to the United Nations as the instrument by 
which they hoped to gain the things that they met there for. So it 
couldn’t be anti-West if they believed in the United Nations. 

I would like to say also that no one dominated the Conference. We 
had some very good friends there, and they all spoke frankly and 
openly, but no one dominated it. 

Chou En-Lai did not dominate it. Nehru above all did not. If 
anyone came away the loser, Nehru did, by virtue of his efforts to try 
to dominate the Conference. 

This was a Conference of 29 equals, Asians and Africans meeting 
together. 

Chiang Kai-shek does not mean anything to the Asian-African 
leaders. When I say the Asian-African leaders, I mean those who are 
our friends. Formosa still means a lot to them. The symbols have 
shifted. Whereas it was Chiang Kai-shek, today it is Formosa. 

They believe that anything our Government can do without losing 
any integrity to iron out the problem of tension in Formosa would be 
met with by them with great applause. This comes from our friends. 


AID 'TO INDIA 


I believe that, even though Nehru faded—this is one of the things 
I want to present to you—we should not let his attitude toward the 
West and toward our country influence us in appropriating funds for 
India. I know there have been some Members of both bodies who have 
said if Nehru doesn’t like us, why should we give him any aid. 

I believe on the contrary we should give aid to the people of India 
because Nehru will not always be the leader. The way he was acting 
at Bandung was like a man who was on the verge of some kind of a 
mental or even physical breakdown. He was tense, nervous, excitable, 
and his counterpart, Krishna Menon, was even worse. 

My feeling was we should not let Nehru stand in the way of giving 
aid to the people of India. We would then still have them on our side. 
In time to come, it may be sooner than we know, Nehru may not be 
the great leader of the Indian people as he was from the days of 
Gandhi and through the early days of the Indian Republic. 


ADMITTANCE OF RED CHINA TO THE UNITED NATIONS 


In this communique that came out, not only do we find the United 
Nations referred to 18 times, but we find a very interesting thing. I 
showed this to Allan Dulles yesterday when I with his group in a 
conference. When they met together to decide what nations they felt 
were eligible for membership in the United Nations, the Asian-African 
Conference itself voted unanimously, which means Red China voted 
too, not to include China in the list of eligible nations. I think it is 
very important for us to think about that, because prior to the Asian- 
African Conference there was a lot of talk here that China was going 
to use the Bandung Conference as a sounding-board for its admission 
to the United Nations. 
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Senator MANSFIELD. Just to make that more specific, are you talking 
about Communist China ? re 

Mr. Powe. I am talking about Red China, Communist China, 
that was present there as a delegate at the Bandung Conference. Now 
they adopted a rule that nothing could come out in the communique 
which wasn’t unanimous. 

In other words, one blackball by any one of the 29 nations on any 
question would have stricken it out. When it came to the list of the 
nations eligible for membership in the United Nations, section F, 
article I, did not include China. 

In back of the scenes I got the inside story after I left Bandung 
from 2 or 3 different delegations. I stopped off in Singapore. 
The story was that Red China did want them to specifically spell them 
out; they felt that they wouldn’t have the votes. In fact, before the 
Conference began, Mr. Potter, who is here from the Baltimore Sun, 
figured out that if it came to a vote, Red China would have been 
defeated at Bandung by a vote of 17 to 12. 

Rather than risk loss of face among its own Asian and African 
leaders, Red China did not push the issue, and as a result, in their 
own communique, Red China is not included as a nation eligible for 
membership in the United Nations, 


SITUATION IN AFRICA 


I think also on the basis of my behind-the-scenes talk with many of 
the people there whom I have known for years, some of them especially 
from the Gold Coast and Liberia and some of my young friends from 
Pakistan and from Burma, too, I think we should expect a shift by the 
Soviet Government almost immediately to Africa. 

I think the fact that Chou En-lai acted soft, even if he wasn’t sincere, 
and the fact that the Soviet is acting soft now in Austria, with a Big 
Four conference coming up—TI wouldn't be surpised to see a shift to 
Africa. Africa is a tinderbox. 

In the northern part you have the revolt of the Arabs against the 
French colonialism, which is definite and supported by the indepen- 
dent surrounding states. They will support them with money and 
guns and ammunition. I do not think that our Nation, therefore, can 
afford to abstain in the United Nations on the question of colonialism 
any longer. 
_ In the southern part of Africa, the Union of South Africa, that 
is part of the tinderbox. The leader of the native people of the Union 
of South Africa, whose name is Moses Kotane, told several people 
publicly and me privately that he wants the United States to use 
the power of its moral force to plead with the people of the Union of 
South Africa that racialism be abolished there. 

He said this: 


If the United States does not, guns and ammunition are being offered us now. 


I do not know whether I can hold my people off much longer. If they accept 
these guns and this ammunition, it will be the biggest massacre in modern times. 


oe are his words. Whether they are farfetched or not, I cannot 
evaluate. 

Also with him came the native Indian leader, Mr. Calichalia. 

He said the presence of the United States Midway aircraft carrier 
at Capetown this past winter was a tremendous psychological blow 
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to the prestige of the United States among the natives and the colored 
people in the Union of South Africa. He felt that the native people 
thought that the United States, by sending its big carrier there and 
allowing its Negro and Filipino sailors to go ashore and be segregated 
the same as the natives was indicative of our approval of their policy. 

We know that is not true, but I want to point that out, that that 
was a propaganda mistake which we made. I hope it is not repeated. 

I hear that my friend, Hon. Clifford Case, the Senator from New 
Jersey, received a letter from the Secretary of the Navy to the effect 
that the Navy planned to send more ships of our Navy there. I hope 
this is not true. I hope if it is true, it will be reconsidered. 


POSSIBLE AGENDA OF SECOND CONFERENCE MEETING 


I also feet that we have to move fast, because this Conference is 
going to meet again in 12 months. It will meet in Cairo, Africa. 

When it meets in Cairo, Africa, our friends, Sir John Kotelawela 
and Carlos Romulo, will not be able to stand up and fight for the cause 
of democracy and the cause of the United States and on the side of 
the United States if in the next 12 months we do not positively and 
specifically do some of the things that they ask for in their final com- 
munique. 

I have already mentioned one. Abstaining on the question of 
colonialism, I think, we can’t continue to do that and expect to have 
Africa and Asia on our side. 

Secondly, the question of the admission of nations to the United 
Nations. I believe that under the charter review, that is one place we 
can follow the advice of Ambassador Lodge and fight that there shall 
be no veto on the admission of new nations to the United Nations, no 
veto power exercised in that matter. 

We are in a world which consists of eastern powers. Western 
powers no longer monopolize international diplomacy. What 
Bandung will mean in the years to come will depend on ourselves, to 
a great extent. 

COLONIALISM 


People of the Asian-African Conference are saying to us, “We 
will fight communism in Asia and Africa if you will fight colonial- 
ism. 

[ think that is the sum and substance of it. 

I would like to close by saying that one of the most thrilling things 
that happened at the Conference was during the opening speech of 
the President of Indonesia. There were over 70 of us from the United 
States sitting there—journalists and others—when he opened the 
Conference on April 18. 

The President of Indonesia cited the Longfellow poem of Paul 
Revere to remind us it was 180 years, the 180th anniversary of that 
ride. He said: 

There began the first successful colonial war in the history of the world, and 
we here in Bandung are going to ride on in the spirit of Paul Revere. 

It was very thrilling. 

Maybe there are questions you would like to ask. I haven’t covered 
everything. I couldn't in so short atime. It would take me days to 





IUTUAL SECURITY ACT OF 1955 155 


talk about this. But there are many, many things I hope the com 
munique will disclose. The staff can go over it carefully, because 
there are other things in here of importance. 

There is another thing in the communique. First, the Asian-Africai 
Comtacins e thanks the United States for its economic aid. The in- 
teresting thing is that Red China voted for it also. You must read 
this with the thought that this is unanimous. 

When you come across all the governments thanking us for economic 
uid, then you know how soft Chou En-lai’s approach was. 


OIL REMITTANCES 


There is another item to watch, that the nations who have oil have 
greed to pool their knowledge on “the question of remittances.” 

[ think we ought to face up to that. That is a sort of coming to- 
gether of the various oil-rich countries, and they are going to discuss 
amongst themselves the question of remittances. 

We all know what that can mean. 

Thank you, Mr. Chairman. 

The Cuarman. Thank you. 

Senator SmirH. Are you offering that communique as part of your 
testimony. It may be valuable. 

Mr. Powrtn. May Ilendthisto you. It isthe only one I have. 

Senator SmirH. I think so. 

Mr. POWELL. It seems to me we ought to have one of these inserted 
in the Congressional Record. It is not a secret. 

Senator Futsricut. We can have it photostated and given back to 
you. 

The Cuatrman. The clerk will have photostatic copies made. 


REASONS FOR ATTENDING CONFERENCE 


Senator SmirH. What motivated you to go out there, just public 
interest, or what was it? I was interested in your trip. 

Mr. Powetn. I made a speech on January 26 in the House com- 
mending India on its fifth anniversary of independence. In the course 
of the speech 1 happened to mention the fact that this conference was 
coming up in3 months. I thought it would be fine if our Government 
sent a team of good-will observers. I mentioned that in my speech. 

didn’t say they should send me. I said the team should be Negro 
and white, because it was a conference of predominantly colored 
people. 

I was talking a couple of days pee to Mr. Maxwell Rabb over at 
the White House. He said that I should submit it in the form of a 
letter, 

I wrote a letter saying that it would be a fine idea to send unofficial 
observers, ambassadors of good will, and there ought to be Negro 
members in the team. We ought to sell the people of Asia and Africa 
that we have 20 or 25 million colored people—Hawaiians, Mexicans 
Filipmos, American Negroes. It is a good selling point. 

On February 16 came an evaluation from the State Department 
stating that the State Department didn’t want anybody to go. The) 
said they hoped the White House would dissuade me from going. 

§2426—55———-11 
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Up to then I didn’t think of going. I guess I got a little mad then, 
and I wrote a note saying, “I am going, and I will pay my own 
expenses.” 

CHINESE PROPAGANDA 


I am glad I did go. I was able to do a little good. I was able to 
make some friends, and, above all, to help stop Chou En-lai’s propa- 
ganda. He had a mimeographed press release ready on his arrival. I 
don’t know where it was mimeographed. Probably in Peiping. 

When he came off the plane he handed it out and it said in words to 
this effect, “The United States is out to sabotage this Conference.” 

Also pr ior to his arrival, loaded questions were being asked at the 
Union of South Africa press conference on the American Negro. I 
called a press conference that afternoon and said, “Anyone who said 
that the United States was out to sabotage this conference was a liar.” 

That wasn’t good protocol language, I know. I am sure the Lord 
and you will forgive me. 

I told the truth about the American Negro in the United States: 
the progress he had made and the areas still to be integrated. | 
pointed out that that couldn’t be used as a propaganda weapon. 

From that minute on, the question of sabotage never came up again, 
and the question of the American Negro never came up again. 

The Conference from there on in laid off the United States. But 
up until then they were exploiting the Aashmir Princess, the plane 
that went down, saying we sabotaged that. The delegates to the 
Conference, however, never took Red China’s propaganda seriously 
“ the Kashmir Princess. 

), that is why I went and paid my own way. The Military Air 
Tr aaaae ation took me as far as Manila and brought me back from 
Tokyo on their regularly scheduled MATS run. They were very 
fine. 

I would like to say that your former colleague, Senator Ferguson, 
in Manila, was extremely kind tome. He and his wife invited me into 
their home. He is going to do a magnificent job. He gets up at 
5:30 in the morning, and at 6 he is at his desk, after he has brewed his 
own coffee. 

The people at the Embassy asked whether he does that all the time. 
I told them that he does it every day. 

The Cuamman. Any further questions? 

Senator Mansrietp. I would like to compliment Congressman 
Powell on the active part he took in the Bandung Conference, and 
especially for calling a press conference and answering those ques- 
tions. I think in so doing you removed some doubts and resolved 
others, and I think it redounded to the benefit of our country. 

I want to compliment you on your part in that particular matter. 


AUDIENCE WITH CHOU EN-LAI 


One question. I know you tried to get to see Chou En-lai. Did 
you? 

Mr. Powett. I saw him, but not to have any extended conversation, 
at a very small cocktail party that the Liberian delegation gave on 
the last Saturday night. He came in while the moving picture was 
being shown depicting Liberia’s progress, and sat down right next to 
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me with his Harvard-educated secretary, Mr. Pu. I immediately 
onal forward and said, “I am the American who has been writing 
you asking for an interview.” 
' He said, “Yes.” 

He speaks perfect English, although he didn’t speak any at the 
Conference. 

Mr. Pu said, “Of course, you know he has been very busy.” 

That was the understatement of the week. 

Mr. Pu continued, “But he will get around to it.” 

With that they were on their way out. 


POSSIBILITY OF RELEASE OF AMERICAN FLIERS 


Senator MansrreLp. Did you get an opportunity to find out any- 
thing about the possibility of the release of the American fliers being 
held by Communist China ? 

Mr. Powerit. It is my opinion—and this is a little more than just 
a supposition—that Chou might have announced the release of the 
fliers the next day, Sunday, at the closing session. He may have. 
Reports were coming in to our journalists by way of the French news 
agency, their correspondent in Peiping, and by way of London, that 
the news was circulating in Peiping that he was going to do that. 

However, the telegram that came so quickly from the United States 
sort of threw cold water on Chou’s Formosa proposal. It sort of 
spoiled things. 

Mohammed Ali talked to Chou on Monday after the conference 
for about 21% hours, and I saw a friend of mine in Mohammed Ali’s 
delegation. He said one thing which he could tell me on the record 
was that Chou said if the United States had just been a little warmer 
as regards his first proposal on that Saturday, it wouldn’t have turned 
out that way. 

[f our Government would bend just a little bit in terms of negotia- 
tion he would announce the release of the fliers. 

That was given to Mohammad Ali by Chou. 

Senator MAnsFIELD. That is all. 

Senator Groree. Any other questions? 

Mr. Poweii. Excuse me, sir. 

Chou made two statements about Formosa. One was on Saturday. 
He then said he was willing to sit down and talk to us about easing 
the tensions in the Far East and the Formosan situation. That was 
all. But when the cable came Saturday night and was posted Sun- 
day morning, he then made another statement on Sunday in which 
he repeated ‘the first, but added “but we do not intend to relinquish 
our claim on Formosa. 

His first offer did not include that statement. In other words, when 
we sort of threw cold water on him, he threw cold water back. 
Whether he is sincere or not, I don’t know, but I do know this. We 
had a marvelous opportunity to move right in and put him over a 
ba because when that first offer of negotiation was made, he did 
it not within the Soviet orbit, even though he may be a slave of the 
Soviet system, he did it within the orbit of 28 other African and 
Asian nations. It was the result of many of our friends working on 
him. Luncheons and dinners were held all during the week, attended 
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by representatives of the Philippines, Thailand, Pakistan, Burma, 
lndia, Ceylon, Indonesia, and Red China. 

Romulo was there. Sir John was there. Mohammed Ali attended 
ell. 


They worked on Chou behind the scenes to get that offer out of him 


Saturday. They were very hurt. Sir John said publicly—it was 
iblished in the Singapore Straits Times—that this was a “very ill- 
dvised and very hasty action” on our part. They felt they were 
rt of it 


Senator Funsrienr. Did you have any advance notice yourself 
bout the speeches of the Lraqi / , 

Mr. Poweuu. No. 

Senator Futsricutr. Did that come asa surprise ? 

Mr. Powe... It came as a surprise. Everything was sweetness and 
light. Mr. Potter here from the Baltimore Sun was there. Every- 
thing was sweetness and light, and all of a sudden came this bomb- 
shell. Chou was in the third row and had to take it. 


STATE DEPARTMENT AGAINST ATTENDING THE CONFERENCI 


ator Futsricutr. Do you think the State Department had any 
soa of those developments when they requested that you not go? 

Mr. Poweii. No: I don’t think so. 

Senator Fu_sricur. Were they taken by surprise ? 

Mr. Poweixi. Absolutely. I can’t quote anyone, but I was with the 
State De ‘partme nt vesterday afternoon in closed session. They were 
pleasantly surpr ised. 

Senator Futsrieur. Did they ask you directly not to go, or did 
they ask Mr. Rabb to ask you not ‘to go? 

Mr. Powerit. They didn’t ask me directly not to go. But Thruston 
Morton, he used to be my colleague on the Committee on Education 
and Labor, and William Lacy, who had just come in that day from 
Manila, tried to dissuade me. 

Senator Futsrieutr. For what reason ? 

Mr. Powein. In the first place, they didn’t want any Americans to 
vo because our attitude was, as they used the term, “benevolent 
indifference.” 

I argued with them on that score, that we couldn’t be indifferent to 
three-fifths of the population of the world. 

Then they didn’t want me to go as an individual because I was a 
Congressman. They couldn’t stop others. Others went. In fact, one 
of the things I complained about to Allan Dulles yesterday was there 
were two well-known American Negro Communists at Bandung. 
When one walked in, I was talking to Ambassador Cummings in the 
pressroom, and I looked and I said, “There is the oldest Negro Com- 
munist inthe United States. How did he get here?” 

Ambassador Cummings said, “Who is he?” 

I said, “Gordon.” 

He said, “Eugene Gordon ?” 

He knew who he was. They let people like that go, so it wasn't a 
question of forbidding people to go. 

Senator Barkiey. How did he get there? 

Mr. Powexix. I don’t know. I asked Herbert Hoover and Mr. Allan 
Dulles yesterday. 
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Senator Fu_tpricnr. He was given a passport ¢ 

Mr. Poweiy. Surely. 

Senator MANsFIELD. From this country / 

Mr. Pow} LL. He is an American citizen. Kugene (gordon. | have 
known him for years. 

Then they said, “We don’t want you to go because they will accuse 
us of manipulating the Conference.” 

I said, “Well, don’t worry about that.” When I found out in the 
beginning that you were frowning on my going, on any American 
voing, I asked the Indonesian Government if they would be kind 
enough to help me. They arranged my commercial transportation 


from Manila, my accommodations, et cetera. My accommodations 
were very nice. The Indonesian Ambassador gave a butfet supper 


in my honor, and a few others who went to the Conference, such as 
Mr. and Mrs, Ernest K. Lindley. So don’t worry about my being 
ersoha non grata. 

! knew Nkrumha from the Gold Coast, who went to the university 
with me. For 30 years my church has given $40,000 for foreign 
missions in Liberia. Haile Selassie decorated me with the highest 
order in Ethiopia. I know Krishna Menon. The Ambassador from 
Burma to Washington was on the scene, so don’t worry about me not 
being liked or welcome. 

It turned out just as I said. 

Senator Fuuericnt, But you couldn't persuade them. They still 
nsisted you not go? 

Mr. Poweu.. The thing that hurt me was when they told me, a 
Congressman, to stay away from the Ambassador and the American 
I;mbassy. 

Senator Fu.tsrieur. Our Ambassador ? 

Mr. Powe. Yes, sir. 

Senator Futsrieuy. In Indonesia? 

Mr. Poweu. Yes. 

[ was in Indonesia from Friday until Monday before I saw Am- 
hassador Cummings, and I said, “The devil with the State Depart- 
ment,” and went over to Ambassador Cummings and introduced 
myself. 

When I arrived at the Djakarta airstrip with Romulo and the 
Philippine delegation, the Philippine Ambassador was there to meet 
his countrymen. We had traveled together. The Foreign Minister 
of Indonesia was there, Mr. Sonarjo. But there was not a single 
American to meet me, even though Senator Ferguson radioed twice 
to the American Embassy, in Djakarta, the exact time I was to arrive 
there. 

Senator Fursricut. Do you know whether they received instruc- 
tions from Washington not to meet you? 

Mr. Powe. I don’t know that. But after they told me to stay 
away, I said, “Well, I am going just the same. I am leaving for the 
Conference.” 

Then the day I left, Dana Adams Schmidt wrote in the New York 
Times, April 8, that the State Department had changed its mind, 
and Congressman Powell would receive complete cooperation, and 
the embassies had been so instructed. 

I thought, “Good.” I thought I would get the kind of treatment 
which minimum courtesy dictates that Members of Congress receive. 
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When I arrived, it wasn’t there. Senator Ferguson twice radioed 
the embassy. They told me the last word they vot was to be 
“discreet.” 

Senator Futsriaunt. Ambassador Ferguson received no instructions 
one way or the other ? 

Mr. Powe. I don’t know. He may have received it, but he might 
have said, “The devil with 1 

He took me into his home, and he and his wife were just real fine. 


OIL REMITTANCES 


Senator Futprient. You assumed that we all knew what you meant 
by a phri ise, I confess my ignor: ance, because I don’t. What do you 
me an when you say, ~ this pooling of knowledge of remitt: ances’? |] 
don’t get the full significance. 

Mr. Powetw. The significant thing that I get from it is that whereas 
these various oil-rich countries. stretching around through Africa and 
the Near East, whereas they have been operating independently on 
their oil deals and their oil contracts with the developing countries, 
they are now going to pool their knowledge, and will probably come 
out withanoilbloc. That isthe way I get the picture. 

Senator Fursricur. You mean the countries which have oil are 
going to pool their knowledge ? 

Mr. Powewu. That is right. 

Senator Funsricut. I misunderstood it. I thought you thought 
that was written with the intention of receiving at least what they 
consider more equitable treatment. 

Mr. Powe. Article 9 says: 

The Asian-African Conference felt that an exchange of information on mat- 


ters relating to oil, such as remittance of profits, might eventually lead to the 
formulation of a common policy. 


COMMENTS ON NEHRU 


Senator Futrricut. I see now. I didn’t catch it at first. 

One last thing. Iam not sure that I understood what you said about 
Mr. Nehru. I think I may have misunderstood you. I don’t want 

iny misunderstanding, certainly as far as the press is concerned, but 
you may be more specific about that. You didn’t seem to leave the 
impression that there was something seriously wrong with him men- 
tally and nervously? He was just disappointed, wasn’t he? 

Mr. Powetn. When he arrived, he acted like a man who was very 
tense. The interesting thing was that we were sitting there before 
the Conference began. The Conference opened up at 10. It was 
8:30 in the morning. The press men were in the gallery. Vincent 
Sheehan was sitting byme. There was nota delegate or a visitor or an 
ambassador who had arrived. 

In walked Nehru, who was going to be the master of Asia. He 
marched up the aisle, up to the podium, examined the 5 nameplates 
for the 5 Colombo powers. He flicked dust off the ash trays and hit 
the five microphones to see if they were working. Then he turned 
around and walked out. 

A man who is a leader of a country doesn’t do that. I watched him 


closely. I have seen Nehru two or three times. I know his sister 
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much better. I know Krishna Menon. I watched him very care- 
fully. He was tense, bound up. He looked like a man who could 


crack up. 

Senator Funsricut. Is this noticeably different from the way he 
was the last time you saw him ? 

Mr. Poweiu. Yes. I didn’t see him smile or his face relax the 
whole time he was there. 

Senator Futsricnt. Did you discuss this with other delegates? If 
so, did anyone confirm your feeling about him ? 

Mr. Powe... Yes, I did. I wouldn’t like to mention names. I was 
very close during my visit there, and was going and coming with 
certain delegates. I won’t mention their names. We discussed this 
in detail. 

Senator Futpricut. They felt that he was under a great strain ¢ 

Mr. Powetu. Yes. 

Senator Futsrieut. I see. 

Mr. Powrityi. The same way behind closed doors—snapping, irri- 
table. He said to Sir John when he finished that great speech brand- 
ing communism as a new form of colonialism 

Senator Futsricur. From Ceylon ? 

Mr. Powe. Yes. 

He said, “Why didn’t you talk it over with me before making that 
speech ¢” 

Sir John said, “You don’t talk it over with me before you make 
your speeches.” 

I think Krishna Menon is playing the role of influencing Nehru. He 
is very brilliant and charming and anti-nearly-everything-in-the- 
world. 

Senator Futsricut. Everything, not just America? 

Mr. Power. Just everything. 

Senator Futsricnr. Thank you very much, Mr. Chairman. 


THE PRIVILEGE OF ATTENDING CONFERENCES 


Senator CapeHart. Mr. Chairman, I would like to ask a question. 

Do you think, generally speaking, it is a good thing for Congressmen 
and Senators to attend official functions that ordinarily belong to the 
State Department ? 

Mr. Powreix. Yes, when we feel that we can do good, it is our pre- 
rogative as members of the legislative branch of Government. 

Senator CaPpeHart. You mean unofficially ? 

Mr. Powetu. Yes. 

Senator Capenart. You think we might all get up some day and 
attend some affair in a foreign country ? 

Mr. Powe... If we want to. I have been going for 6 years to the 
World Association of Parliaments for World Government. I was 
elected vice president. 

Senator CareHartr. Do you think Congress ought to attend un- 
officially ? 

Mr. Powe. If itis desirable. Weshould go to any conference that 
we feel might help us in terms of education or experience, or when 
we can make a contribution by our presence, 

















162 MUTUAL SECURITY ACT OF 1955 
AID TO INDIA 


Senator Carrnarr. The second question is this. Since the press 
would be obligated to publish and print what you said here, do you 
think the inference that you made concerning Nehru, particularly as 
the head of a great country, is in the interest of peace and harmony. 
Since you made it before the Foreign Relations Committee, it m: Ly, In 
foreign countries, put an official status to the statement. 

Do you think that is good ¢ 

Mr. POWELL. Yes, because there has been some sentiment to the 
effect that we should not oive any aid to India because of Nehru’s 
See 

nator Cargnarr. Iam not thinking about that. Iam thinking of 
the remarks you made concerning this gentleman who is the head of 
a big country. 

Do you think that it is in the best interests of world peace, harmony, 
and unity to make the remarks that you made not only about Nehru, 
but the other remarks you made here ? 

Mr. Powerex. Referring specifically to Nehru, yes. I came here with 
the knowledge that there were some members of the Senate who were 
opposed to giving aid to India. It - as been published in the papers. 
—_ y said Nehru was anti-American; don’t give him any money. I 

“ame today to state that eeeatioes of Nehru and how he acted, we 
ied extend aid to the Indian people, because I believe we could 
thereby strengthen relations with the people of India and because 
they so desperately need help. 


ATTITUDE OF DEPARTMENT OF STATE 


Senator CapenHarr. Your supposition was that the State Department 
did not want you to go to this Conference: for what reason 4 

Mr. Powe.y. It was not supposition; it was a fact. 

Senator Carenartr. What was the reason you gave ! 

Mr. Powri. The reason was that that State Department had an at- 
titude of “benevolent indifference” toward any one going. 

Senator Carrnart. Do you have any proof whatsoever that the 
State Department informed the ambassadors to disregard you or not 
to treat you kindly ¢ 

Mr. Powetu. “Disregard” is a good word. 

Senator Carrnarr. Do you have proof of that / 

Mr. Powe... Yes, I have proof. 

Senator Carrnart. What isthe proof? 

Mr. Poweix. The proof is that a member of the embassy staff came 
to me and told me, when I kept pinpointing where the ambassador 
was 

Senator CarpeHart. What country was that ? 

Mr. Powrtn. Djakarta, Indonesia. 

Senator CarprHart. Some member of the Embassy staff said you 
would be ignored ¢ 

Mr. Powrtz. That is right. Their attitude toward me would be 
discreet. 
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UNOFFICIAL CAPACITY OF ATTENDANC! 


Senator FuLsrigur. Are you certain it wasn’t the fact that you 
were to be ignored as Saran the American Government offi 
cially, but you would be recognized as an American citizen’ Are 
you sure that the instructions were that you woul 1 » ignored from 
the standpoint of officially representing either the Congress or 1 
executive branch of the Government / 

Mr. Powetxi. I don’t know. Iam sure it couldn’t be that. I wasn’t 
representing the Congress or the executive branch of the Government. 

Senator CarEHArT. You say you were not / 

Mir. Powewui. No. 

Senator CAPEHART. Are you sure that the instructions were to make 
certain that you were there as a citizen of the United States and 
as a Congressman or an official representative of the Executive ? 

Mr. Powrein. That may be true. After Raymond Gram Swing 
came to me Sunday night late and told me he had just been with the 
\merican Ambassador and told the Ambassador that “Powell was 
worth $5 million to the United States Government this afternoon” 
ibout 48 hours later the whole scene changed, and Ambassador Cum- 
mings came to me and said, “We have decided, if you go back through 
Djakarta, you can be our house guest, and if I am not there, I have 
left instructions for you to use our house.” 

Senator CapeHart. Who was that ? 

Mr. Powretn. Our Ambassador to Indonesia, Ambassador Cum 


mings. 


he 


Senator CareHart. That may have been more proof of the instruc- 
tions to make certain that you were not representing the American 
Government or the Congress officially, but you were to be given all 
courtesies that belong to a Congressman unofficially and an American 
citizen. 

The treatment that you received in the Philippines by Ambassador 
Ferguson 

Mr. Powetn. It was entirely different. 

Senator Carenarr. I thought you said you were treated very, very 
nicely, 

Mr. Powerit. Yes, that is what I said. It was entirely different. 
| have been in Congress 12 years and been to Europe and other places 
about 6 or 7 times, and you and I — ane there is a minimum 
courtesy, whether you are on an official or unofficial trip, to at leas 
be met. by some representative. 

Senator Caprnartr. You yourself made every effort to make people 
understand that you were not there officially, that you were there on 

| your own. 

Mr. Powewi. That is right. 

Senator Capenart. You did not at any time leave the impression 
that you were there other than unofficially ? 

Mr. Powet. No. 

Senator Capenart. Then don’t you think it was perfectly normal! 
for the State Department to make certain that everyone understood 
that you were there unofficially ? 

Mr. Powerit. Yes; that may be right, but not to the point of waiv- 
ing the minimum courtesy that is always extended. 
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COURTESIES EXTENDED 


Senator Capenart. I thought you testified that Ambassador Fer- 
guson and Ambassador Cummings did extend you unusually fine 
courtesy ¢ 

Mr. Powretr. Ambassador Ferguson is the Ambassador to the Phil- 
ippines. Iam talking about the conference at Bandung. 

Senator Carenarr. He showed you extreme courtesy ? 

Mr. Powerit. American Ambassador Ferguson. 

Senator CarenArt. Ambassador Cummings? 

Mr. Powetu. No, sir; not until IT had been there 5 days—minimum 
courtesy. You know when we are traveling around, minimum cour- 
tesy means being met when you arrive in a foreign country by some 
representative of the State Department. We don’t insist on an 
Ambassador meeting us. We know how busy they are. We are all met 
wherever we go by someone to help us and expedite matters for us 
in some way, whether we are touring officially or with our families on 
a pleasure jaunt. It doesn’t matter. 

Senator Caprenarr. Then you feel that everything you said here—if 

is printed—is in the best interests of world harmony and in the best 
interests of the United States? 

Mr. Powetxi. That is right. 

Senator CarpeHart. I see. 

Mr. Power. I haven’t said anything that I haven’t said before on 
radio and television, and has been printed in the papers. 

Senator Capenart. That is all. 

The Cuarrman. No further questions? 

We thank you for coming over and talking to the committee, Mr. 
Powell. 

Mr. Power. Thank you. 

The Cuatrman. At this point, the text of the final communique of 
the Asian-African Conference will be printed in the record. 

(The report referred to is as follows :) 


TEXT ON FINAL COMMUNIQUE OF ASIAN-AFRICAN CONFERENCE 


The Asian-African Conference, convened by the Governments of Burma, Cey- 
lon, India, Indonesia, and Pakistan, met in Bandung from the 18th to 24th of 
April 1955. 

In addition to the sponsoring countries, the following 24 countries participated 
in the conference : Afghanistan, Cambodia, the People’s Republic of China, Egypt, 
Ethiopia, the Gold Coast, Iran, Iraq, Japan, Jordan, Laos, Lebanon, Liberia, 
Libya, Nepal, the Philippines, Saudi Arabia, the Sudan, Syria, Thailand, Turkey, 
the Democratic Republic of (North) Vietnam, the State of Vietnam, and Yemen. 

The Asian-African Conference considered the position of Asia and Africa and 
discussed ways and means by which their peoples could achieve the fullest eco- 
nomic, cultural, and political cooperation. 


A. ECONOMIC COOPERATION 


1. The Asian-African Conference recognized the urgency of promoting economic 
development in the Asian-African region. There was general desire for economic 
cooperation among the participating countries on the basis of mutual interest and 
respect for national sovereignty. 

The proposals with regard to economic cooperation within the participating 
countries do not preclude either the desirability or the need for cooperation with 
countries outside the region, including the investment of foreign capital. 

It was further recognized that assistance being received by certain participat- 
ing countries from outside the region through international or under bilateral 
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arrangements had made a valuable contribution to the implementation of their 
development programs. 

2. The participating countries agreed to provide technical assistance to one 
another to the maximum extent practicable, in the form of experts, trainees, pilot 


projects, and equipment for demonstration purposes, exchange of know-how, and 
establishment of national and, where possible, regional training and research 
institutes for imparting technical knowledge and skills in cooperation with the 
existing international agencies 
8. The Asian-African Conference recommended: 
The early establishment of a special United Nations fund for economic 
The allocation by the International Bank for Reconstruction and Develo] 
ment of a greater part of its resources to Asian-African countries ; 
The early establishment of an international finance corporation, which 
should include in its activities the undertaking of equity investment; and 
Encouragement of the promotion of joint ventures among Asian-African 
countries insofar as this will promote their common interest. 

4. The Asian-African Conference recognized the vital need for stabilizing com- 

wlity trade in the region. 

Che principle of enlarging the scope of multilateral trade and payments was 
accepted. However, it was recognized that some countries would have to take 
recourse to bilateral trade arrangements in view of their prevailing economic 
conditions. 

5. The Asian-African Conference recommended that collective action be taken 
by participating countries for stabilizing international prices of and demand for 
primary commodities through bilateral and multilateral arrangements, and that 
as far as practicable and desirable they should adopt a unified approach on the 
subject in the United Nations Permanent Advisory Commission on International 
Commodity Trade and other international forums. 

6. The Asian-African Conference further recommended: Asian-African coun- 
tries should diversify their export trade by processing their raw materials when- 
ever economically feasible before export; intraregional trade fairs should be pro- 
moted and encouragement be given to the exchange of trade delegations and 
groups of businessmen; exchange of information and of samples should be en- 
couraged with a view to promoting intraregional trade; and normal facilities 
should be provided for the transit trade of landlocked countries. 

7. The Asian-African Conference attached considerable importance to ship- 
ping and expressed concern that shipping lines reviewed from time to time their 
freight rates, which are often to the detriment of participating countries. It 
recommended a study of this problem and collective action thereafter to induce 
the shipping lines to adopt a more reasonable attiude. It was further sug- 
gested that a study of railway freight of transit trade may be made. 

8. The Asian-African Conference agreed that encouragement should be given 
to the establishment of national and regional banks and insurance companies. 

9. The Asian-African Conference felt that exchange of information on matters 
relating to oil, such as remittance of profits and taxation, might eventually lead 
to the formulation of a common policy. 

10. The Asian-African Conference emphasized the particular significance of 
the development of nuclear energy for peaceful purposes for Asian-African 
countries. 

The Conference welcomed the initiative of the powers principally concerned in 
| offering to make available information regarding the use of atomic energy for 


aceful purposes; urged the speedy establishment of an international atomic 

J . . = . ° . 
energy agency which should provide for adequate representation of the Asian- 
| African countries on the executive authority of the agency; and recommended 
| 


that Asian and African governments take full advantage of the training and 
other facilities in the peaceful uses of atomic energy offered by the countries 
sponsoring such programs. 

11. The Asian-African Conference agreed to the appointment of liaison officers 
in participating countries, to be nominated by their respective national govern- 
ments, for the exchange of information and ideas on matters of mutual interest. 

It recommended that fuller use should be made of the existing international 
organizations, and participating countries who were not members of such inter- 
national organizations, but were eligible, should secure membership. 

12. The Asian-African Conference recommended that there should be prior 
consultation of participating countries in international forums with a view, as 
far as possible, to furthering their mutual economic interest. It is, however, not 
intended to form a regional bloc. 
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B. CULTURAL COOPERATION 


Asian-African Conference was convinced that among the most power- 


f promot 


eans of | 1oting understanding among nations is the development of cul- 
ral cooperation Asia and Africa have been the cradle of great religions and 
ci zations, Which have enriched other cultures and civilizations while them- 


selves being enriched in the process. 

Thus the cultures of Asia and Africa are based on spiritual and universal 
foundations. Unfortunately cultural contacts among Asian and African coun- 
tries were interrupted during the past centuries. 

The peoples of Asia and Africa are now animated by a keen and sincere desire 
o renew their old cultural contacts and develop new ones in the context of the 
modern world. All participating governments at the Asian-African Conference 
reiterated their determination to work for closer cultural cooperation. 

2. The Asian-African Conference took note of the fact that the existence of 
colonialism in many parts of Asia and Africa, in whatever form it may be, not 

y prevents cultural cooperation but also suppresses the national cultures of 

peo] les 
Some colonial powers have denied their dependent peoples basic rights in the 
here of education and culture, which hampers the development of their person- 
and also prevents cultural intercourse with other Asian and African peoples. 

This is particularly true in the case of Tunisia, Algeria, and Morocco, where 
the basic right of the people to study their own language and culture has been 


suppressed 


Similar discrimination has been practiced against Asian and colored peoples 
some parts of the continent of Africa. 
The Conference felt that these policies amount to a denial of the fundamental 
ghts of man, impede cultural advancement in this region, and also hamper 
ral cooperation on the wider international plane. The Conference con- 
ned such a denial of fundamental rights in the sphere of education and 


ture in some parts of Asia and Africa by this and other forms of cultural 
ession. In particular, the Conference condemned racialism as a means of 
ural suppression 

It was not from any sense of exclusiveness of rivalry with other groups of 
ons and other civilizations and cultures that the Conference viewed the 
development of cultural cooperation among Asian and African countries. 

True to the age-old tradition of tolerance and universality, the Conference 

elieved that Asian and African cultural cooperation should be developed in 

arger context of world cooperation. Side by side with the development of 
Asian-African cultural cooperation, the countries of Asia and Africa desire to 
develop cultural contacts with others. This would enrich their own culture 

iid also help in the promotion of world peace and understanding 

t+. There are many countries in Asia and Africa which have not yet been able 
develop their educational, scientific, and technical institutions. The Confer- 
ence recommended that countries in Asia and Africa which are more fortunately 
ced in this respect should give facilities for the admission of students and 
trainees from such countries to their institutions, Such facilities should also 

e made available to the Asian and African people in Africa, to whom opportu- 
nities for acquiring higher education are at present denied. 

». The Asian-African Conference felt that the promotion of cultural coopera- 
on among countries of Asia and Africa should be directed toward 
First, the acquisition of knowledge of each other’s country ; 
Second, mutual cultural exchange; and 
Third, exchange of information. 

é. The Asian-African Conference was of the opinion that at this stage the best 
results in cultural cooperation would be achieved by pursuing bilateral arrange- 
ments to implement its recommendations and by each country taking action on 
its own wherever possible and feasible. 


( HUMAN RIGHTS AND SELF-DETERMINATION 


1. The Asian-African Conference declared its full support of the fundamental 
principles of human rights as a common standard of achievement for all peoples 
and all nations. The Conference declared its full support of the principle of 
self-determination of peoples and nations as set forth in the Charter of the 
United Nations and took note of the United Nations resolutions on the right of 
peoples and nations to self-determination, which is a prerequisite of the full 
enjoyment of all fundamental human rights. 
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2. The Asian-African Conference deplored the policies and practices of racial 
segregation and discrimination which form the basis of government and human 
relations in large regions of Africa and in other parts of the world. Such conduct 
s not only a gross violation of human rights, but also a denial of the fundamental 
value of civilization and the dignity of man 

The Conference extended its warm sympathy and support for the courageous 
stand taken by the victims of racial discrimination and especially by the peoples 
of African and Indian and Pakistani origin in South Africa ; applauded all those 
who sustained their cause; reaffirmed the determination of Asian-African peoples 
to eradicate every trace of racialism that might exist in their own countries; 


and pledged to use its full moral influence to guard against the danger of falling 
victims to the same evil in their struggle to eradicate it 
D. PROBLEMS OF DEPENDENT PEOPLI 
1. The Asian-African Conference discussed the problems of dependent peoples 


and colonialism and the evils arising from subjection of peoples to alien subju 
gation, domination, and exploitation. The Conference agreed 

First, in declaring that colonialism in all its manifestations is an evil 
which should speedily be brought to an end ; 

Second, in affirming that the subjection of peoples to alien subjugation, 
domination and exploitation constitutes a denial of fundamental human 
rights, is contrary to the Charter of the United Nations and is an impedi 
ment to the promotion of world peace and cooperation; 

Third, in declaring its support of the cause of freedom and independence 
for all such peoples: and 

Fourth, in calling upon the powers concerned to grant freedom and inde 
pendence to such peoples. 

2. In view of the unsettled situation in North Africa and of the persisting 
denial to the peoples of North Afvica of their right to self-determination, the 
Asian-African Conference declared its support of the rights of the people of 
Algeria, Morocco, and Tunisia to self-determination and independence and urged 
the French Government to bring about a peaceful settlement of the issue without 
delay. 


E. OTHER PROBLEMS 


1. In view of the existing tension in the Middle East caused by the situation 
in Palestine and of the danger of that tension to world peace, the Asian-African 
Conference declared its support of the rights of the Arab people of Palestine, and 
called for the implementation of the United Nations resolutions on Palestine 
and of the peaceful settlement of the Palestine question. 

2. The Asian-African Conference, in the context of its expressed attitude on 
the abolition of colonialism, supported the position of Indonesia in the case of 
West Iran, based on the relevant agreements between Indonesia and the Neth- 
erlands. The Asian-African Conference urged the Netherlands Government to 
reopen negotiations as soon as possible to implement their obligations under the 
above-mentioned agreements and expressed the earnest hope that the United 
Nations could assist the parties concerned in finding a peaceful solution to the 
dispute. 

3. The Asian-African Conference supported the position of Yemen in the case 
of Aden and the southern parts of Yemen known as the protectorates, and urged 
the parties concerned to arrive at a peaceful settlement of the dispute 


F. PROMOTION OF WORLD PEACE AND COOPERATION 


1. The Asian-African Conference, taking note of the fact that several states 
have still not been admitted to the United Nations, considered that. for effective 
cooperation for world peace, membership in the United Nations should be uni- 
versal, called on the Security Council to support the admission of all those states 
Which are qualified for membership in terms of the charter. 

In the opinion of the Asian-African Conference the following among the par- 
ticipating countries which were represented in it—-Cambodia, Ceylon, Japan, 
Jordan, Laos, Libya, Nepal, and a unified Vietnam—were so qualified. 

The Conference considered that the representation of the countries of the 
Asian-African region on the Security Council in relation to the principle of 
equitable geographical distribution was inadequate. It expressed the view that, 
as regards the distribution of the nonpermanent seats, the Asian-African coun- 
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tries which, under the arrangement arrived at in London in 1946, are precluded 
from being elected, should be enabled to serve on the Security Council so that 
they might make a more effective contribution to the maintenance of interna- 
tional peace and security. 

2. The Asian-African Conference having considered the dangerous situation 
of international tension existing and the risks confronting the whole human 
race from the outbreak of global war in which the destructive power of all types 
of armaments, including nuclear and thermonuclear weapons, would be em- 
ployed, invited the attention of all nations to the terrible consequences that would 
follow if such a war were to break out. 

The Conference considered that disarmament and the prohibition of production, 
experimentation and use of nuclear and thermonuclear weapons of war are im- 
perative to save mankind and civilization from the fear and prospect of whole- 

ile destruction. It considered that the nations of Asia and Africa assembled 
here have a duty toward humanity and civilization to proclaim their support 
for the prohibition of these weapons and to appeal to nations principally con- 
cerned and to world opinion to bring about such disarmament and prohibition. 

The Conference considered that effective international control should be 
established and maintained to implement such prohibition and that speedy and 
determined efforts should be made to this end. Pending the total prohibition of 
the manufacture of nuclear and thermonuclear weapons, this Conference ap- 
pealed to all the powers concerned to reach agreement to suspend experiments 
with such weapons, 

The Conference declared that universal disarmament is an absolute necessity 
for the preservation of peace and requested the United Nations to continue its 
efforts and appealed to all concerned speedily to bring about the regulation, limi- 
tation, control, and reduction of all armed forces and armaments, including the 
prohibition of the production, experimentation, and use of all weapons of mass 
destruction, and to establish effective international control to this end. 

%. The Asian-African Conference gave anxious thought to the question of world 
peace and cooperation. It viewed with deep concern the present state of inter- 
national tension with its danger of an atomic world war. 

The problem of peace is correlative with the problem of international security. 
In this connection all states should cooperate especially through the United 
Nations in bringing about the reduction of armaments and the elimination of 
nuclear weapons under effective international control. In this way international 
peace can be promoted and nuclear energy may be used exclusively for peaceful 
purposes. This would help answer the needs, particularly of Asia and Africa, for 
what they urgently require are social progress and better standards of life in 
larger freedom, 

Freedom and peace are interdependent. The right of self-determination must 
be enjoyed by all peoples in freedom, and independence must be granted with the 
least possible delay to those who are still dependent peoples. Indeed all nations 
should have the right freely to choose their Own political and economic systems 
and their own way of life in conformity with the purposes and principles of the 
Charter of the United aNtions. 

Free from distrust and fear and with confidence and good will toward each 
other, nations should practice tolerance and live together in peace with one 
another as good neighbors and develop friendly cooperation on the basis of the 
following principles: 

1. Respect for fundamental human rights and for the purposes and principles 
of the Charter of the United Nations. 

2. Respect for the sovereignty and territorial integrity of all nations. 

3. Recognition of the equality of all races and of the equality of all nations, 
large and small. 

t. Abstention from intervention or interference in the internal affairs of 
another country. 

5. Respect for the right of each nation to defend itself singly or collectively in 
conformity with the Charter of the United Nations. 

6. (a)Abstention from the use of arrangements of collective defense to serve 
the particular interests of any of the big powers, 

(»)) Abstention by any country from exerting pressures on other countries. 

7. Refraining from acts or threats of aggression of the use of force against 
the territorial integrity or political independence of any country. 

8. Settlement of all international disputes by peaceful means such as nego- 
tiation, conciliation, arbitration, or judicial settlement, as well as other peaceful 
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means of the parties’ own choice in conformity with the Charter of the United 
Nations 

9. Promotion of mutual interest and cooperation. 

10. Respect for justice and international obligations. 

The Asian-African Conference declares its conviction that friendly coopera 
tion in accordance with these principles would effectively contribute to the 
maintenance and promotion of international peace and security, while coopera- 
tion in the economic, social, and cultural field would help bring about the com- 
mon prosperity and well-being of all. 

The Asian-African Conference recommended that the five sponsoring countries 
consider the convening of the next meeting of the Conference in consultation 
with the participating countries. 

The CHatrMan. The committee is adjourned. 

(Whereupon, at 3:20 p. m., the committee adjourned.) 


EXECUTIVE SESSION 


Present: Senators George (presiding), Fulbright, Mansfield, and 
Barkley. 

The Cuamrman. Mr. Secretary, I believe you were to tell us some- 
thing about the figure $1.4 billion. 


STATEMENT OF HON. H. STRUVE HENSEL, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Hensex. I thought that it would be advisable to get into the 
record both the manner in which $1.4 billion was originally deter- 
mined, also the check we made to satisfy ourselves that it was a 
conservative estimate. 

The CrarrMan. Yes, sit 


JUSTIFICATION OF REQUEST 


Mr. Henset. The fiscal year 1956 budget requests for MDAP were 
fixed at $1.4 billion as a matter of executive judgment in late Novem- 
ber and early December 1954. It was not, in the first instance, built 
up on an item-by-item basis, but was the result of overall judgment 
taking into account a number of factors, some of which were known 
and some of which had to be estimated. One of the estimates, for 
instance, was that $500 million of fiscal year 1954 carry forward 
would be lost under section 1311 of the Supplemental Appropriation 
Act of 1955. 

We started with the realization that rigid and precise detailed 
planning more than 18 months in advance of expected obligations 
and expenditures had proved to be impracticable. Past experience 
had shown that the many detailed illustrative programs previously 
presented to this Congress were almost always changed, sometimes 
only in minor respects but more often in substance. The world situa- 
tion with which we are trying to deal in this MDA program in our 
efforts to support our foreign policy y of achieving collective security 
through alliances, never remains static. It is impossible with any 
precision to prophesy the future. As a result, no matter how care- 
fully and logically detailed illustrative programs were prepared on 
a country and item basis, emergencies have arisen in the past, and 
I fear will continue to arise in the future, which cause shifts in funds 
and programs both within the Department of Defense and between 
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the Department of Defense programs and the programs which fall 


t 


outside the statutory military assistance category. 
PROGRAM AFFECTED BY CHANGE OF EVENTS 


I explained this morning that events change extremely rapidly, and 

I used the example of Dienbienphu, as something which fortunately, 

from the programing standpoint, occurred before the programs were 

submitted to Congress, but left it to your imagination what would 
have happened to programs if that had occurred eager urd. 

Even with the fall of Dienbienphu behind us at the time of the 

congressional presentation for fiscal year 1955, emergencies arose 

ch were not dealt with in the illustrative programs presented for 

iid fiscal year 1955. These emergencies required the shift among 


n litary programs W ithin the Department of Defense of some $380 

illion oe the first 5 months of fiscal year 1955 and the transfer 
from the oe ary assistance ap we iations to FOA supervised activi- 
ties of some two-hundred-odd-million dollars. Where such shifts 
within the military de partme nts and outside transfers are considered, 


together with the reduction in available funds as a result of the new 
but very desir: ible definition of “ob he: itions, ” which will reduce the 
nobligated funds re: ap propristed for fiscal] vear 1955 and which ap 
pears in se tion 1311 of Public Law 663 of the 83d Congress. you can 
isily appreciate the radical changes which had to be made in the 
previously presented illustrative programs, both with respect to fiscal] 
veal 1955 and previous years. You can also understand why we he- 
eve, in view - our pending complete review and analvsis of the 
program, that the preparation and presentation of detailed and rigid 
Illustrative programs for fiscal year 1956 would be both undes rable 
ind misleading. 
METHOD USED IN DETERMINING THE FIGURI 

\s I stated, the figure of $1.4 billion was first fixed in the aggregate 
is a matter of overall executive judgme nt. It took into account esti- 
mates of the appropri inted money which would be unspent as of the 
end of fiscal year 1955 and fiscal year 1956, estimates of possible and 
probable rates of expenditure during such fiscal years, the necessary 
expenditures for current administrative and operating costs during 
fiseal year 1956. 

Senator Futsrieut. Is it based on the assumption that conditions 

ill remain the same during that period ? 

Mr. Hensev. It is based on the assumption that conditions will re- 
main as we see them at that time. taking into account whatever we 
an then see in the crystal ball. We don’t say that we will take con- 
ditions right today and assume they will not change, but it doesn’t 
take into account any radical ¢ -hanges that you can’t foresee at that 
particular moment. Y ou look ahead as best you can, Senator Ful- 
bright, and base your judgment on that. 

Let me be frank about this. It didn’t assume any upheaval or any 
crisis. 

Senator Furtsrienut. That is what I mean. 

Mr. Hensew. No, we didn’t postulate any upheaval, but we took into 
account that we would make somewhat orderly progress toward our 


roal 
LOUIS. 
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Senator Futsricut. No substantial change in the situation in the 
critical areas? No outbreak of fighting, for example / 
Mr. Henset. In November-December we didn’t put anything in 


for the possibility of a confiict over Formosa. 
Senator Fucisricur. That is what I mean. 


DURATION OF THE PROGRAM 


Senator Mansrietp. Mr. Secretary, you say you looked ahead. 
How far ahead do you look ¢ 

Mr. Hensext. We have to look ahead for the fiscal year. 

Senator Mansrietp. How long do you envision a program of this 

nd remaining in operation ¢ 

Mr. Hensex. I wouldn't want to fix any particular number of vears 
n It. ] do not know how lo hye the threat will continue We face a 
erious problem of maintaining the equipment that we ‘have put i 
the hands of our allies. I would not lke to see any of that equipment 
eo down and be lost just for oe to maintain it. I would rather 
not comment on a number he years, but let me Say that I don’t assume 
that it will end next year ¢ r the’ vear after. I think it should continue 
for a number of years. 

Senator Mansrietp. When you say you don’t want your equipment 
to go down, do you mean that we are still furnishing the repair parts 
o this material which we are dispensing to these countries through 
out the world / 

Mr. Hensex. In a number of cases we are, sir, and I think we will 
nave to for some period of time. 

Senator Mansrievp. Isn't that the most expensive part of the pro- 
cram 7 

Mr. Hensei. Not the most expensive, but it is an expensive part. 

Senator Mansrretp. If we keep on furnishing the replacements, 

looks to me like this isa program that will go on for decades. 

Mr. He NSEL. i don't want to say dec aces. ] think it will be a hum 
her of vears but just as long as you want the system of defense alliances 
to last. I think we will have to sustain the strength, and we sustai 
it for our own security as well as the security of the free world. As I 
urged this morning, while we tend to think of our military expendi 
tures that are devoted to our own forces as be} Ing in one category, and 
these as being in another, the by really have exac ‘tly the same obiectives. 
to protect the security of the U nited States. 

Senator Barkiey. Shouldn't we be frank with the American people 

nd not delude ourselves into the belief that we can withdraw from 
the program precipitously so long as this threat exists against ou 
security and our institutions ¢ . 

Mr. Hh NSEL, ] have been making that statement. Senator Barkley. 
for some time. 

Senator BARKLI Ye If we are not scoinge to have the patience and fol 
titude to hold out as long as it lasts, it wouldn’t make any difference 
when we did pull out. 

Mr. Hensex. It means the end of our foreign policy to try to mai 

tain our security. 
| Senator BaRKI mY. There is no way to foresee that / 


62426—55——_12 














172 MUTUAL SECURITY ACT OF 1955 


Mr. Hensev. No: you cannot, On the maintenance burden, that 
can be shifted in a number of cases, and that is being shifted now. 
| Deleted. | 


Senator Fuusricur. That is one of the reasons why the economic 


aid is important. That is part of the way you enable countries to as 
sume their burden. 
Mr. Hensev. Right. Also we have a rather small suggestion for 


the continuation of facilities assistance to go beyond the ammunition 
plants, and we hope to continue that into the maintenance and repair 
parts plants, so that we will enable them to maintain this equipment. 


FURTHER ITEMS TAKEN INTO ACCOUNT 


I was enumerating the items we took into account. I mentioned the 
current administrative and operating costs during fiscal year 1956 
and the general necessity for future planning of items, such as air- 
planes, which require long lead times, an analysis of conditional 
commitments to allied nations not covered by previous appropriations, 
an estimate of the probable reduction in the carry forward of unob- 
ligated funds as of June 30, 1954, as a result of the aforesaid section 
1311, which I mentioned before, the availability for military-assist- 
ance items of some of the $700 million authorized for Southeast Asia 
and the Western Pacific in: section 121 of the Mutual Security Act 
of 1954—which figures, I might add, are not included in any of the 
figures that are in this book, because it wasn’t specifically a milits ary 
assistance appropriation or authorization—and some allowance for 
unexpected and unforeseeable military assistance requirements in fiscal 
year 1956. It was known at the time that projected expenditures 
through fiscal year 1956 would not use up the total amount of appro- 
priated funds estimated to be available for expenditure as of June 30, 
1955. It was also known, however, that administrative and other 
current operating costs would be incurred in fiscal year 1956 for 
which no previous provision had been made in authorizations or 
appropriations and which if paid out of previous appropriations 
would cause a reduction of several hundred million dollars in previ- 
ously approved programs. In general, it was thought that the main- 
tenance of a satisfactory MDA program to support our alliances 
would require a substantial carry forward at the end of fiscal year 
1956. Taking into account the many factors which I have previously 
mentioned, it was estimated that $1.4 billion was the minimum amount 
for which obligational authority should be requested for fiscal year 
1956. 

COLLECTIVE SECURITY 


I might add that, although it was not given any specific mathe- 
matical weight, we are mindful of the fact that, if there was any 
break in the appropriations requested for MDAP, it would have a 
serious adverse effect on our foreign policy of collective security 
through alliances. Such break would, in our opinion, cause many of 
our allies to slacken their efforts through worry as to whether the 
United States was not abandoning the previous support given to its 
many alliances and thus indicating doubt as to the desirability of such 
illiances. 
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The figure of $1.4 billion, although arrived at originally as a judg 
ment figure, was promptly tested from an entirely different angle in 
order to determine whether it was conservative. Estimates were 
made of major obligational needs in fiscal year 1956 in accordance with 

hnree mi: un guide lines. An estimate of MDAP needs for fiscal year 
1956 was built up on the assumptions that (@) no provision need be 
made for any program previously presented to, and authorized by 
Congress, even though we knew there was an unfunded excess of 
programs over fund availability in fiscal year 1955 of $216 million; 
b) no provision need be made for any activity or equipment unless 
he obligation or expenditure for such purposes was clearly needed 
n fiscal year 1956; and (¢) some consideration should be given to an 
emergency or contingency fund which, in the light of possible needs 
or requirements, might be expended or obligated in fiscal year 1956. 


ADMINISTRATIVE COSTS 


lo be somewhat more specific with respect to such guide lines, we 
cnew that no funds had been previously authorized or appropriated 
for administrative and operating costs to be incurred in fiscal year 
956. Yet, if deliveries out of previously approved programs were 
to be continued and equipment already delivered and to be delive ne 
was to be maintained and utilized in fiscal year 1956, we would ob- 
ously have to obligate and spend in fiscal year 1956 substantial sums 
for administrative expenses, the packing, handling, crating, and trans- 
peas of the equipment and supplies to be delivered in 1956, the 
iaintenance and spare parts with respect to equipment already de- 
livered, the tr nae of foreign personnel satisfactorily to utilize such 
equipment, and the sup port of international military headquarters. 
We also knew that, such items would have to be obligated or expended 
n fiscal year 1956. In addition, we made estimates of the cost of 
certain programs as to which commitments, some rather firm and 
some conditional, had been made for which no previous fund provision 
had been made and which would require obligation in fiscal year 1956. 
In the list of rather firm Senne. we considered the nec essary 
funds previously authorized by Congress to continue the buildup 
of infrastructure for NATO. [Delet ed. ] 


ADDITIONAL MILITARY STRENGTH 


We also made an overall survey of the known require ments of ad li- 

tional military strength in our allied forces for which provision at some 
time either by us or by the country involved was deemed militarily 
desirable, if not essential during fiscal year 1956. We endeavored, 
therefore, to make some provision for contingencies which might arise 
in fiseal year 1956 in the light of such overall requirements. The re- 
sult of this test or check of our original judgment figure is presented 
in tabular form on pages 252 to 258 of the Congressional Presentation 
Data Book and will be subsequently explained in greater detail. In 
ny opinion, it demonstrates clearly that the overall estimate of $1.4 
billion for fiscal year 1956 was conservative. 
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NECESSITY FOR NEW APPROPRIATIONS 

I know at this point an Important question must be in your minds, 
i. e., in View of the large unexpended balances now on hand and esti- 
mated to be on hand at the end of fiscal year 1955 and which will not 
be all expended during fiscal year 1956, why should any further ap 
propriation be made for MDAP until the unexpended balances are 
greatly reduced? We realize that from a fiscal and operating stand- 
point it would be physically possible to meet our administrative and 

urrent operating expense needs during fiscal year 1956 outo f unex 
pended money previously appropriated provided obligations were 
terminated. We further realize that during fiscal year 1956 the ent 
MDA program will be analyzed and reviewed as I have previously 
deseribed and that planning for fiscal year 1957 can be expected to be on 
i more realistic basis and that any revealed deficiencies or undesir- 
le withdrawal of funds from previously authorized and funded 
programs might be picked up in a larger authorization and appro 
priation for fiscal vear 19857. We still believed such a step to be 
Li WwWdse, 

I have already referred to the unhappy effect the lack of any defense 
alliance authorizations for fiscal year 1956 would have upon our many 
alliances which have been built up both in the prior administration 
and in this administration and which just now seems so productive 
of satisfactory results. 


} 
at) 


ADMINISTRATIVE COSTS 


There were, however, other even more compe ‘ling reasons which 
led us to recommend against no appropriation or a token appropria- 
tion for fiscal year 1956. First, the existing programs which have 
been authorized and funded by Congress were once approved by 
the highest military authorities, by this committee and by the Con- 
gress as a whole. They are still regarded as sound and minimal 
programs by the highest military authorities, which believe that, no 
matter what changes may occur in world conditions or in military 
strategy and tactics, the equipment and supplies now progr: amed 

d funded will be absolutely essential to meet minimum requirements. 
It seemed to us that it would be unjustifiable, in the face of that 
previous aad continued approval by the highest nilibey authorities, 
to slash such programs to take care of administrative and operating 
expenses in fiscal year 1956 and the other fiscal year 1956 commitments 
to which I have previously made reference. While we still believe 
in the need for a complete analysis and review of our programs in the 
light of changed current conditions, we would like to make that 
inalysis and review on a careful and intelligent basis and not come 
to any conclusion or take any action with respect to the soundness of 
previously approved programs until the result of that study and 
review is known. 

Second, if the necessary funds for operations and commitments in 
fiscal year 1956 are taken out of previously appropriated but unspent 
moneys, obligations would have to be terminated with some unpro- 
ductive expenses of termination. These termination losses and ex- 
penses might well have proved undesirable and wasteful. 
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Third, as a matter of administrative procedure and mechanics, we 
felt quite certain that if existing programs were arbitrarily modified 
or cut simply to provide funds for fiscal year 1956, the careful analysis 
and review of existing programs whic h we believe are so important 
would in all probability never be carried forward and made in the 
re manner which we plan. Once a ay ginsas has been dis 
arded, because ees | unnecessary or simply provide funds for 
| more pressing need, it is very difficult seas tively to revive 
such program or even to analyze it with care. 


DANGER OF ENDING THE PROGRAM 


Fourth, any absence of new authorizations and obligations in fiscal 
vear 1956, while not affecting expenditures in fiscal year 1956 or prob 
ably fiseal year 1957, would bring the entire program to a complete 
alt in fiscal year 1958. At this time, it is dangerous to our security, 

our opinion, to risk that lack of support for our alliances. 

It is our hope and belief that, with the changes we have made in 
idministrative and other procedures, existing programs will not be 
‘arried out except on a sound and intelligent basis and that money 
will not be spent simply to show a high level of e xpenditure perform- 
ince. It is not too difficult just to spend money. It is more difficult 

spend it intelligently. On the other hand, diversions of appro 


priated funds from previously approved programs simply to meet 


more pressing current expe nses in the point of time are, in our opinion, 
equally unintelligent and likely to produce the maximum of waste. 
“. ‘beli lieve that the authorization of $1.4 billion for fiscal year 1956 


*MDAP will enable us to meet known requirements in fiseal yeal 
OBE without disturbing previously approved programs until we are 
ibsolutely certain that we need to disturb them. 


ESTIMATES OF THE COST OF THE PROGRAM 


We prepared estimates on the test check made of the $1.4 billion 
vhich we have set out in summary form on the pages starting with 
page 225 of this presentation book. You will notice that we hav« 
started with administrative expenses, and we have made an estimate 
of what would be necessary in 1956. We made estimates of the 
maintenance and spare parts, of the training that is necessary and 
the packing, crating and handling and transportation to make de 
liveries of those items. 

I can take you down through each one of those items and tell you 
just how the estimate was made, if that is desirable, or I could put 
this testimony in the record. 

I am anxious to have in one place the complete story of just how 
we made each estimate. 

Senator Barkiey. Some of this document is marked classified, and 
some unclassified, but I suppose the statement you have prepared and 
from which you have been reading is unclassified. It could all go into 
the record, could it? 

Mr. Hensex. Not all of it. I think some of it could. The details 
of these estimates which I have here—which I can go through on an 
item by item basis—I would prefer to remain classified. 
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I would like Lo ane it avalilab le to all the Senators, SO vou ar 
aware of just how eap proac ‘h this prob lem. 

Senator Barkiey. | imagine, Mr. Chairman, it would be quite 
. detailed report to go through all that and give us each item. If you 
can put it in the record 

The CHatrrman. Do you have that covered ¢ 

Mr. Henseu. I can put that in the record. Ihave prepared state 
ments to detail each item. 


MAINTENANCE OF SPARE PARTS 


The Cuaiman. You might take one and illustrate to us. 

Mr. Hensen. Suppose you select one. 

The CHarrMAN. You might take No. II, “Protection of Previous 
Investments.” 

Mr. Hensev. Maintenance of spare parts, yes, sir. 

The CHARMAN. Yes, 

Mr. Hensev. We have estimates of what the needs during fiscal 
vear 1956 will be. They include training ammunition. { Deleted. | 

An estimate of requirements in fiscal year 1956 for maintenance 
and spare parts was made on a country basis by the MAAG’s in the 
field and reviewed by the respective military departments. No previ- 
ous provision, except as subsequently noted for aicraft spares, where 
they are delivered with the aircraft, has been made for such items. 
Such estimates may be summarized by services and areas in tabular 
form, as follows. It shows the Army estimate of 302.4, Navy 46.8 
Air Force 76. 

As I mentioned, the Air Force includes only engineering changes 
“< training ammunition. 

t shows that particularly heavy expenses in that respect for the 
Pe will be necessary in the Far East and in the Pacific. [Deleted.] 
Some of the above estimates cover training ammunition. The re- 
mainder are intended to meet requirements for spare parts, major 
ship overhaul and aircraft engineering changes. [ Deleted. | 

[ can give you the detail split on a service basis and also between 
maintenance of spare parts and training ammunition. 

The estimates for maintenance ony spare parts for such countries 
were made in the same manner as for all other countries and the 
explanation of the estimating procedure under this heading is equally 
applicable to that portion of the estimate for those countries. 


[| Deleted. | 





TRANSFER OF RESPONSIBILITY 





In January 1955 a Department of Defense policy guidance memo- 
randum directed that the gy of the United States should be 
to shift, as soon as practicable, to recipient countries the complete 
Sea responsibility for provision of spare parts for all equip- 

ent provided through MDAP. 

I have a copy of this here, which I would like to insert in the record, 
so you can see the direction on which we are tending. 

The CHarrman. You may do so. 
(The document referred to follows :) 


— 


MUTUAL SECURITY ACT OF 1955 id 
OFFICE OF THE ASSISTANT SECRI Y or Dt NSE, 
Washingt D.¢ } iru / / 
Memorandum for: (See Distribution List). 


Subject : Spare Parts Policy. 


SECTION I, PURPOSI 


It is the objective of the United States to have recipient countries assume com- 
ete financial responsibility at the earliest possible date for provision of spare 


parts for all equipment provided through MDAP. The purpose of this memoran- 
dum is to establish policy and procedures as outlined below which will insure an 
orderly and workable transfer of this responsibility from the United States to 
recipient countries. This policy in no way affects the furnishing of spare parts 
through reimbursable aid to the extent that they are available from United States 
sources. 

SECTION II. GENERAL PRINCIPLES AND PROCEDURES 

1. Present adoption of this policy on a world-wide basis and across the board 
at this time is impracticable. However, implementation at the earliest prac- 
ticable date or dates on a country by country basis by item, category and service 
is contemplated. Accordingly, each MAAG chief, in coordination with other 
elements of the country team, will forthwith to the extent practicable and there- 
after from time to time, recommend cut-off dates by service, item and category, 
and will submit such recommendations to the commanders of unified commands 
where appropriate for review and forwarding to the Office of the Secretary of De- 
fense, with copies to the Executive Agency. The Department of Defense will 
announce the respective cutoff dates to recipient countries through channels 
as the Department of Defense shall determine. The commanders of United States 
overseas unified commands will supervise and coordinate the implementation 
of this policy within their respective geographic areas. In respect of areas for 
which no unified command is designated, the respective Executive Agencies, shall 
have the responsibilities assigned to commanders of unified commands. 

2. In order to accelerate the transfer of such responsibility to produce or pur- 
chase spare parts to the recipient countries, all programs, requisitions and pro- 
curement plans for spare parts should be critically reviewed by the MAAG chiefs 
in consultation with the country teams, and by the respective commanders of 
unified commands to make certain that adequate weight is given to: 

(a) The capability, present and future, of each recipient nation to produce 
or purchase out of its own resources the requisite spare part ; and 

(6b) The relative priority of supply of spare parts with respect to other vali- 
dated MDAP requirements. 

3. Spare parts included in MDA programs will not exceed the quantities stated 
to be the maximum permissible under the programing policy outlined in para- 
graph 5 below. 

4. The respective recommendations and final decisions on cutoff dates will be 
based on consideration of indigenous and other sources, the economic and 
financial capabilities of the country, the effect on force goals, the effect on cambat 
effectiveness, and information supplied by the Military Departments. The proe- 
ess will be comparable to the screening of country defficiency lists, but should 
be on a continuing review basis in order to: 

(a) Impress upon the country the importance which the United States Govern- 
ment attaches to the attainment of self-sufficiency in maintenance; and 

(b) To give the country adequate lead time for procurement 

(c) Avoid programing through MDAP spare parts obtainable by the country 
from indigenous sources or by purchase abroad or in the United States 

5. The future programing of spare parts will be subject to the following con- 
siderations: 

(@) All programs for the provision of spare parts will obviously be subject to 
the availability of funds, 

(0b) The United States will not, except for most compelling reasons, program to 
provide spare parts for items of foreign design and manufacture procured off- 
shore beyond the initial supply furnished or agreed to be furnished with the 
respective items. 

(c) In the event that a recipient country is unable to provide through its own 
resources, including procurement through reimbursable assistance, the spare 
parts required to maintain combat effectiveness of United States type equipment 
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amed for such country, the United States programs for MDAP 
be limited as indicated below: 


For Equipment No Longer in Use by U.S. Forces The United States will 
ide spare parts beyond the estimated life of such equipment. Such 


» which 


rey 


m Taciiities, 


Limited St 


irther limited by the extent of the available stocks, the 
spare parts can be economically procured from existing pro 
and the availability of primary items for cannibalization. 

indard Types Being Phased Out of United States Units—The 


d States will not provide spare parts beyond the estimated life of the 


kor Modern Types, Standard Items.—The United States will not provide 
parts to maintain supply levels for such types beyond either (@) a one- 
evel of spare parts at peace-time usage rates; or (0) a three month level 


Spare parts at 


future 


am will be 


the further 


| 


U. S. approved combat rates, which ever is greater. 
rrocurement of spare parts for the Mutual Defense Assistance 
subject to the considerations and restrictions set forth above 


restrictions and considerations with respect to the types of 


and procurement indicated below 
For equipment No Longer in Use by U. S. Forces No procurement will 
nded by the 


United States. 


Limited Standard Types Being Phased Out of United States Units The 


i States m 


ay initiate procurement when required to balance stocks to 


requirements described in paragraph 5 (c) (2) above. Where feasible, 
ocurement wi 


be offshore procurement at competitive prices and concen- 


' 
trated on the high mortality items. When United States production stops, each 
ry Department will explore the practicability of providing jigs, fixtures, 


Milit: 
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Subparagraphs 
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inneu 


Defense 


etc., to foreign countries to be utilized for production in the mutual interest, 


or Modern Types, Standard Items.—Spare parts for such equipment 
anufactured il 

However, such parts may be procured offshore in order to develop 
‘s for continued maintenance, provided offshore procurement does not 
e uneconomical tooling or manufacturing operations. Particular attention 
| be devoted wherever feasible to developing offshore procurement sources 


Offshore 


the United States normally should be available in the United 


gh mortality type items. 


Procurement in Addition to OSP ipproved in Accordance with 


(b) and (e) Spare parts furnished by the United States for 


items procured offshore should be procured offshore; however, only in 
nal circumstances will procurement beyond initial supply be undertaken. 


S 


ECTION If. COORDINATION WITH NATO PLANNING 


hin the NATO area,-the establishment of spare parts cutoff dates and the 
ncement thereof to the affected countries will be coordinated with the 


it 


Adviser, USRO The Defense Adviser, USRQO, shall give full con- 
sideration to fl 


studies and recommendations of the International Staff and 


the NATO Defense Production Committee, provided they are received in time, 
n formulating his recommendations on the time and manner in which this direec- 
tive is to be implemented. 
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H. Struve HENsEL, 


LEBUTION LIST 

Defense Advisor, USRO 

in-Chief, U. S. European Command 
mmander-in-Chief, Far East Command 


ommander 


ommandet 


hief, MAAG 
hief, MAAG 
‘hief, MAAG 
‘hief, MAAG 
‘hief, MAAG (France), APO 230, New York, New York 

‘hief, JUSMAG (Greece), APO 206, New York, New York 

‘hief, MAAG (Indochina), % American Legation, Saigon, Vietnam, Indo- 


china 


‘ommander-in-Chief, Pacific Command 


in-Chief, Caribbean Command 
(Belgium), % American Embassy, Brussels, Belgium 
(Denmark), APO 170, New York, New York 
(Ethiopia), % American Embassy, Addis Ababa, Ethiopia 
(Formosa), APO 63, San Francisco, California 


‘hief, MAAG (Iran), APO 205, New York, New York 
‘hief, MAAG (Iraq), % American Embassy, Baghdad, Iraq 
hief, MAAG (Italy), 


APO 794, New York, New York 
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‘hief, MAAG (Japan), % US Army Attache, APO 500, San Francisco 
California 

Chief, MAAG (Netherlands), % American Embassy, The Hague, Netherlands 

Chief, MAAG (Norway), APO 85, New York, New York 

Chief, MAAG (Pakistan), % American Embassy, Karachi, Pakistan 

Chief, JUSMAG (Philippines), APO 928, San Francisco, California 

Chief, MAAG (Portugal), % American Embassy, Lisbon, Portugal 

Chief, MAAG (Spain), APO 285, New York, New York 

Chief, JUSMAG (Thailand), % American Embassy, Bangkok, Thailand 

Chief, JAMMAT, APO 206—A, New York, New York 

Chief, MAAG (UK), US Navy 100, Fleet Post Office, New York. New York 

Chief, AMAY (Yugoslavia), % American Embassy, Belgrade, \ 

Chief, MAAG (Brazil), APO 676, New York, New York 

Chief, MAAG (Chile), % US Embassy, Santiago, Chil 

Chief, MAAG (Colombia), % US Embassy, Bogota, Colombia 

Chief, MAAG (Cuba), % US Embassy, Havana, Cuba 

Chief, MAAG (Dom. Republic), % US SRPROany, Ciudad Trujil 

Chief, MAAG (Ecuador), % US Embassy, Quit » Ee ecuador 

Chief, MAAG (Honduras), % US Embassy, Tos gucigalpa, Honduras 

Chief, MAAG (Nicaragua), % US Embassy, manees. Nicaragua 

Chief, MAAG (Peru), % US Embassy, Lima, Peru 


UZgos la 


Mr. Henseu. Immediate application of such policy on a worldwide 
basis and across the board is not possib le. The deve lopme nt of an 
orderly and workable method of effecting this transfer of responsi 
bility will take some time. Studies are now being made to hasten the 
times when the recipient countries can assume the burden of produc- 
ing or purchasing the spare parts needed by them. Some countries 
will not, however, be able to assume that burden for many years. 


SEPARATE SERVICE ESTIMATES (RM Y 


The separate service estimates for maintenance and spare parts 
may be further summarized on an area basis starting with the Army, 
as ae 

Total Army estimates for maintenance and spare see The 
came training ammunition and spare parts requirements in fiscal 
year 1956 were estimated with reference to recipient world areas as 
follows. [ Deleted. | 

(a) Army training ammunition: Army training ammunition re- 
quirements in fiscal year 1956 were estimated by first calculating an 
assumed number of rounds allotted for each trainee or crew-served 
weapon per year and multiplying that by the number of weapons in 
use on a country basis. The number of rounds per weapon thus esti 
mated was based on an antic ipated country fiscal year 1956 usage de- 
termined on a country-by-country basis by consultation between 
representatives of the recipient country and members of the United 
States MAAG. The number of rounds per weapon thus allotted does 
not, in any instance, exceed the rounds per weapon allowed for train- 
ing United States personnel. 

In preparing estimates of training ammunition needs, the country 
calculations prepared as on were, in general, further adjusted to 
cover the use in fiscal year 1956 of any estimated excesses in combat 

reserves in the countries Cote. Combat ammunition reserves 
have been established on a country or area basis. This combat reserve 
ammunition level varies among countries and areas between 30 and 
90 days’ estimated combat usage. 
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It was estimated that no Army training ammunition need be pro- 
vided for Europe in fiscal year 1956. Existing ammunition levels plus 
replacement capabilities of the NATO nations were thought to be suf- 
ficient. Major training ammunition estimates in the Near East, 
Africa, and south Asia area over the needs of Greece and Turkey. It 
was considered that Vietnam has sufficient ammunition on hand to 
meet war reserves and training requirements in fiscal year 1956. Fur- 
ther estimates may be necessary, however, when and if individual 
country programs for the other members of the Associated States are 
developed. Training ammunition requirements estimated for the Far 
East and Pacific area are primarily for Japan, Korea, and Formosa, 
In the Latin American countries, 1t was estimated that combat. re- 
serves, and the ability of the countries to obtain on a reimbursable 
basis, will be sufficient to support training ammunition requirements. 

(6) Army spare parts: In the initial stages of the MDA programs, 
the Army estimated requirements for spare parts were based on the 
amounts of equipme nt supported and the United States usage rates 
As time passed and experience developed, it was learned that these 

imates were high and that estimates could be made more accurately 
S reducing the United States usage rates by certain experience fac- 
tors. In the past 2 years, the Army has based its forward estimates 
of spare parts on the previous year’s country requisitions modified 
to provide for the ” litional equipme nt that was to be delivered in 
the coming fiscal year and then reduced, as appropriate, to take account 
of stocks on hand sal the individual country’s increased capability 
to provide such spares from its own resources. 

This estimated requirement on a country — was first made by 
the respective country MAAG’s and checked in Washington against 
country team assessments made in 1955. The nino availability 
of the bulk shipments of spare parts completed in 1954 was taken into 
account in the estimates at the MAAG levels. Asa result of this bulk 
es the spare parts fiscal year 1956 funds planned for Euro 
pean countries represents a 35-percent decrease from the value of 
aaa parts requisitioned by those countries in 1954. 

In the Far East and Pacific area the m: jor requirement is in Korea. 
| Delete. | 

NAVY ESTIMATE 


2. Total Navy estimates for maintenance and spare parts: Navy 
maintenance and spare parts requirements in fiscal year 1956 were 
estimated with reference to recipient world areas as follows. 
| Deleted. | 

(a) Navy training ammunition: It is thought that MDAP need not 
supply any Navy training ammunition for fiscal year 1956 anywhere 
in the world. 

In the past, Navy training ammunition has been provided from war 
reserve stocks. Usage rates have been far below United States peace- 
time rates, and, therefore, the dollar amounts expended have been 
minor. Complete and accurate inventories of war reserves of ammuni- 
tion are now being prepared by the recipient countries but unless such 
inventories reveal unexpected deficiencies, the Navy training am- 
munition available for fiscal year 1956 is believed to be adequate. 

(b) Navy spare parts: The Navy believes that there should be an 
adequate onboard allowance of spare parts for each ship, in addition 











MUTUAL SECURITY ACT OF 1955 IS1 


to adequate backup spares ashore in amounts not to exceed 1 year’s 
[‘nited States peacetime usage rates. In general, the Navy estimates 

f spare parts needs for fiscal year 1956 were based on such concepts 
nd on annual usage rates derived from prior-year MAAG requisi- 
tions 

In the case of the NGRC, however, an additional amount for fiscal 
year 1956 was deemed necessary to bring onboard inventories up to 
ithe standard deemed desirable. This estimate was based on the partial 
-_“ of a field survey now in progress. 

icluded in the Navy maintenance and spare parts estimate is an 

amount for certain major ship overhaul projects scheduled for fiscal 
vear 1956, the estimate being based on the record of standard costs 
per ship overhaul developed over many years’ experience. The 
vessels involved are all ex-United States vessels, and the overhaul 

question will be done in United States yards. The records of 
United States experienced costs were, therefore, deemed reasonable 
for this estimate. Certain preparatory measures which can be accom- 
plished locally, and transit to and from the overhaul points are not 
neluded as costs to the United States in these projects. | Deleted. | 


AIR FORCE ESTIMATES 


Total Air Force estimates for maintenance and spare parts: 
\ir Force maintenance requirements were estimated with respect to 
recipient areas, as follows. | Deleted. ] 

(a2) Air Force training ammunition: Air Force training ammuni- 
tion requirements are initially estimated by the on MAAG’s 
on the United States rates, and then scaled down | yy such MAAG’s, 
by factors which are developed from the previous usage rates of the 
indiv ee : countries involved. 

(>) Air Force engineering changes: The Air Force estimates that 
ufficient alae parts have been included in prior year programs to 
permit the exclusion of any separate spare parts estimate for fiscal 

ear 1956. 

The Air Force has learned, however, through years of experience 
that all aireraft types continuously need engineering improvement 
changes. This is true even with respect to thoroughly proven air- 
craft which have been flown for as long as 15 years. To meet this 
need, the Air Force estimated that fiscal year 1956 will produce its 
share of the eee mereeaes engineering changes which will be 
generated in that year as a result of day-to-day flight operations. 

Due to an inability 3 to predict the precise nature of the specific 
defects which will require correction during fiscal year 1956, the 
money estimated for such engineering changes in fiscal year 1956 
has been calculated on the assumption that new requirements for 
engineering changes in that year will be the same percentage of the 
cost new of the equipment to be in service in fiscal year 1956, as 
such changes per type of plane were in prior years. These correc- 
tive maintenance costs vary somewhat per type of plane, but over 
past years they have averaged slightly over 2 percent of the pro- 
duetion costs of the aircraft in the active inventory during that period. 
An overall average percentage of 2 percent was, therefore, applied 
to the MDAP delivered planes on a country basis to estimate the 
maintenance cost for this item in fiscal year 1956. 
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I can take you through each one of the items with much the same 
detail, by explaining how the estimates were made, and if you want 
further detail, we have men available who can take you through 
further detail. 

This is an example, a somewhat long example, of the explanatory 
backup matter which is available for each of these individual estimates. 

The CHarrMan. Senator Mansfield, do you have any questions / 

Senator MaNnsrreLp. No questions, Mr. Chairman. 

Mr. Hensev. I can put all of this in the record. 

May I, sir, just to make sure it is before the committee for your 
consideration / 

The CHarrMan. Yes,sir; youmaydoso. It will not be made public, 
of course. This is an executive session. But it will be in the record 
so We can have it. 

(The documents referred to, all of a classified nature, are on file 
with the committee.) 


OFFSHORE PROCUREMEN'I 


Mr. Hensev. There is one matter, if I may, that I would like to 
direct your attention to, and that is the problem that we face in con 
nection with offshore procurement, I think that started with a cer 
tain amount of a flavor of economic aid and assistance to the individual 
countries concerned, and the full value of the long-range possibility 
was not realized. It was put into the normal procurement procedure 
and handled as ordinary procurement, and by virtue of the approach 
of the military departments, I believe Congress was led to think of it 
ulso as being just ordinary procurement. We placed the contracts 
abroad instead of here. 

As we have gone on, we have come to realize that the long-range 
possibilities have been nied neglected. Our major concern, to 
meet the question po id Mansfield raised, should be not merely to 
buy items abroad or here but to get the recipient countries in busi- 
ness so that they will be able to continue to manufacture both spare 
parts and new equipment within their own countries or in neighboring 
countries. 

We believe that that offshore procurement can be utilized to build 
up that ability if we put it on a somewhat different basis. Instead of 
emphasizing the purchasing of the items in question at the lowest 
price, best ——— fastest delivery, if we work out arrangements 
where we can shift this burden through the utilization of offshore 
procurement to rec ipie nt nations. 

I have in mind instead of just placing one of these orders within 
a country, we would take up —_ the country, whether or not we 
couldn't get a matching order or get a commitment from the country 
in question to place follow-on tare so that the burden of this prob- 
lem is . eing shifted to the foreign country at the same time we are 

building up the necessary know -how and the necessary facilities and 
equipment within the country. Therefore, 1 would like to change the 
emphasis both in the statute and in our own departmental thinking 
from regarding offshore procurement as just another bit of procure- 
ment that either involves some economic aid, sometimes a little politi- 
cal influence with Communist-dominated unions, with which we have 
had considerable success in Italy, but utilize this as a tool whereby we 
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try to get the maximum achievement out of our efforts to shift the 
uurden of continued maintenance and suplying additional spare — 

} the recipient countries. In other words, I am applying to this th 
philosophy that we will help most those who help themselves most. 

I would be perfectly willing to pay a higher price for an item 

thin a country if I knew that that was the last time that I would 
ever have to buy that item and that the country in question would pick 

ip from there on. | Deleted. | 

[ am quite certain in Japan and elsewhere we can build a real in 

istrial base that will be of advantage to us if we can help by think 
ng of offshore procurement in different terms, and when you come to 
the statute, you will find that we would like to drop out some of the 

ndings that have been required which, in our opinion, tend to char 
el this more and more into ordinary procurement, but we would like 
to be free to place these contracts on the basis of whether we will get 

e latest results for the long-range aspects of the program so far as 

defense of those countries is concerned, and also the maximum 
benefit of reducing the ultimate burden on us. 

We will present that in more detail when you want to come to the 
sections involved. But largely it just involves dropping out section 
103 (e), which we would lke to do, and be able to shift that emphasis. 

The CHarrMan. Anything else now / 


MILITARY ASSISTANCE FUNDS 


Mr. Hensev. I don’t think there is anything else I want to open up. 
lam available for any questioning. 

There is one thing I probably should at least mention today: that 
s, that a request has been made that military assistance funds in the 
future, when authorized to be appropriated, should remain available 
until expended instead of being on the 1-year basis, with the rather 
peculiar arrangement we have in section 1311 which permits reserva- 
tion of the funds to hold the funds through to June 30, 1957. 

We have been endeavoring to integrate this MDAP procurement 
program with the services programs. We have set aside money and 
then instructed the services to go ahead with the purchases of the 
equipment designated or the supplies designated under section 1311. 
We put the money in reserve so it cannot be touched for any other 
purpose, and from the standpoint of the carry-forward, it is regarded 
as obligated under section 110, I believe, and 1311. If there is any 
failure of the services to deliver by 1957, the funds lapse, and although 
the services have committee no-year funds, the funds in reserve are 
not in the same category of durability as the funds which the services 
have committed. When it comes to long lead items, long lead time 
items, and other items, we believe if we have the money on a no-year 
basis, we will be able to integrate it much better with a system that is 
already on a no-year basis. “As we have interpreted the statutes, the 
whole efforts of Congress have been to integrate this disbursing prob- 
lem and obligating problem with the services, and we have that anom- 
aly, when you are dealing with funds of one durability and funds cf 
another durability, and we would like to have you consider that. 

The CHatrmMan. We will be glad to do that when we consider the 
actual provisions of the authorizing legislation. 
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Senator Mansfield, do you have any questions ¢ 

Senator MAnsrieLp. No questions. 

The Cuamman. If there is nothing else, Mr. Secretary, we thank 
you, and I believe you will not be back with us tomorrow. 

Mr. Henset. I didn’t know if you wanted to discuss any of the 
area programs. I thought I probably should be available because 
we have our existing programs broken down on a country and area 
vasis, and I think whenever you consider what the future is, you 
ought to consider not merely what might be obligated in 1956, but 
what might be delivered in 1956, and what is programed for. 

The CHarrmMan. We will want that, [ am sure. 

Mr. Hensew. I will be available for that. 

The Cuatmrman. Tomorrow I think we are to have representatives 
from State and FOA as well as Defense, and we will meet at 10:30 
tomorrow in this room. 

Thank you very much. 

(Whereupon, at 4:15 p. m., the committee adjourned, to reconvene 
at 10:30 a.m., Wednesday, May 11, 1955.) 


MUTUAL SECURITY ACT OF 1955 


WEDNESDAY, MAY 11, 1955 


Untrep States SENATE, 
CoMMITTEE ON Foreign ReLarions, 
Washinaton, D. ¢ 

The committee met, pursuant to recess, at 10:45 a. m. in the Foreign 
Relations Committee room, United States Capitol Building, Senator 
Alben W. Barkley presiding. 

Present: Senators Barkley (presiding), Green, Mansfield, Smith 
of New Jersey, and Aiken. 

Senator Barkuey. In the absence of Senator George, I will open 
up the proceedings. 

Mr. Norman Paul, Deputy Director of FOA for Congressional 
Relations, is the first witness. We have Mr. Sebald, the Deputy 
Assistant Secretary of State for Far Eastern Affairs, and Raymond 
T. Moyer, Regional Director for the Far East, FOA, who will be 
witnesses also. Mr. Hensel is present today. 

You may proceed, Mr. Paul. 


STATEMENT OF NORMAN S. PAUL, DEPUTY DIRECTOR FOR CON- 
GRESSIONAL RELATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION 


Mr, Pau. Mr. Chairman, I wanted just to take a couple of minutes 
at the outset to refer to this portion of the book from which the wit- 
nesses will speak this morning. 

You will find a large blue volume before you. It contains the pro- 
gram details for the nonmilitary assistance programs in Asia and in 
other areas. 

I would like to refer you, if I may, to page 196 of that book which 
is right near the beginning of it, which gives the breakdown of all 
of the assistance proposed for fiscal year "1956 in the fields of direct 
forces support, defense support, development assistance and technical 
cooperation. 

Now this morning, Mr. Chairman, with your permission I would 
like to deal with the Far East part of this particular Asian presenta- 
tion which, in the bill for this year, is proposed as a single item includ- 
ing south Asia as well as the Far East. The countries to be covered 
in this presentation are China, Formosa—that is the Republic of 
China—Indonesia, Japan, Korea, the Philippines, Thailand, Cam- 
bodia, Laos, and Vietnam. 

Deputy Assistant Secretary Mr. Sebald is appearing this morning 
on behalf of the Department of State. The Assistant Secretary of 
State for the Far East, Mr. Walter S. Robertson, is unable to attend 
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the heat Ings and Mr. Sebald will talk on the political background of 

the programs we are requesting for fiscal year 1956, and he will be 

followed by Dr. Raymond Moyer, who is the regional director of 

FOA for the Far East area, and Dr. Moyer will give you some of 

the highlights of the programs we are proposing for next fiscal year. 
Mr. Sebald. 


STATEMENT OF WILLIAM J. SEBALD, ACTING ASSISTANT SECRE- 
TARY OF STATE FOR FAR EASTERN AFFAIRS, ACCOMPANIED BY 
SAMUEL T. PARELMAN, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY OF STATE 


Senator Barkiey. Mr. Sebald was our representative in Tokyo 
when I visited Korea and Japan in December of 1951 and he has been 
since then Ambassador to Burma. 

Senator Smiru. I likewise knew Mr. Sebald in Tokyo in 1953 
when I went around the world. I am very glad to see you here, Mr. 
Sebald. 

Mr. Sesavp. Thank you. 

Senator GreeN. Is this total of $1,070 million the figure that you 
are talking about now for the Far East countries? 

Mr. Pauw. Yes, sir. 

Mr. Sesatp. Mr. Chairman, I appreciate this opportunity to appear 
n support of the proposed mutual security progr: am for the Far East 
for the fiscal year 1956. IT will cover Vietnam, Cambodia, Laos, For- 
mosa, Korea, Japan, the Philippines, Thailand, and Indonesia. 

Secretary Dulles has referred in the course of his presentation to the 
broad policy considerations pertaining to the Far East and the con- 
ditions prevailing in this generally distressed area of the world. 1 
will discuss in somewhat more detail the Far East region as a whole 
and the individual countries as policy background and justification 
for the detailed programs which are going to be presented here today 
by Dr. Raymond Moyer, Director of the Far East Office of the For- 
eign Operations Administration. 


EMPHASIS ON ASIA 


The immediate threat to world security and stability is now cen- 
tered in Asia. Accordingly, the preponderance of funds being re- 
quested of Congress for continuation of the mutual security program 
during fiseal year 1956 will be used to meet the threat in this area. 

\ total of $1,070 million is recommended for the programs other 
than mutual defense assistance for the Far East for the fiscal year 
1956. This represents 50 percent of the global non-MDAP total of 
$2,150 million. Of the Far East total, $765 million is to be applied to 
defense support programs, $266 million is for direct forces support, 
and $39 million is for technical assistance programs. 

Precise figures on the military programs for the Far East are not 
available on an area basis in view of the nature of the presentation 
which is being made this year. The Defense Department witness, I 


understand, has already discussed with you the status of the various 
military programs, 
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United States policy in the Far East is re to strengthen the 
free nations of Asia and to encourage closer cooperation among those 


tions and with the United States. Our sale ’ seeks to reduce the 
menacing influence of communism and to prev ent the further spread 
of ag oressive CG ommunist power detrimental 1 the security of the 


United states. 
This group of countries is a most vulnerable and Important area of 
United States security interests. Apart from their large populatio1 
and resources, the military-strategic significance of these countries 
cle rives from their location along the perimeter of Commi unist ( hina 
and Soviet Russia. They include the many relatively new states 
which are particularly vulnerable to Communist expansion, either 
overt aggression or by internal subversion. ‘They include also the is- 


land ets which constitutes our defense line in the Pacific, as well as 


{ i 


the mainland areas and the islands which lie astride free world 


nV 


air 
al d sen communications between the Pacific, South Asia, and Europe. 
A loss of any significant portion of this area would make it infinitely 
more difficult to full fill the mutual engagements we have made through 
the Manila Pact, ANZUS, and the bilateral « lefense | 


pacts with Korea, 
Japan, the Repub lic of China, and the I *hilipp ines. 
For political and psychological 1 reasons, it is also in our 


al interest 
that the economies a these free nations be developed to the point 
T 


where responsible governments can maintain themselves effectively 


i 


against forces of subversion and fragmentation. It 1s our policy to 
assist these free nations as long as it is ‘dee ir firm policy to 


remain 
free. They neecl assistance from us In this cr iti al pe ‘riod while they r 
are attempting, within a democratic framework, to a { 


] 
xs LU Al nie ve tne eco 
} 


nomic progress required to assure their political independence. 

Because the nations of Asia face continuing threats of Communist 
aggression and subversion, a large share of the amounts requested for 
military assistanc e and direct forces support is a building and main 
taining the defensive forces of our allies in this are: 

At the present juncture, the military forces of C ommunist aggres- 
sion have been checked in the Far East. However, these forces are 
poised for action and remain a constant threat to world peace. Sub- 
stantial Communist forces are capable of again invading Korea from 
the north and threaten Formosa from the mainland. They also 
threaten South Vietnam, Laos, and other countries in the area. It 
follows, therefore, that sizable local forces are essential to the pro- 
tection of these free countries. In many instances, these native forces 
are far larger than the countries alone can support. The United 
States is accordingly extending considerable assistance not only in the 
form of training and modern equipment for such augmented military 
forces, but also in the form of economic support 
their defense efforts. 


Lo neip underwrice 


PROBLEM OF INTERNAL SUBVERSION 

In addition to the threats from without, internal subversion remains 
a serious problem, particularly in free Vietnam. It is a smoldering 
menace in Malaya and Indonesia and to a lesser extent in the Philip- 
pines. In those countries somewhat more remote from the threat of 
armed aggression, strenuous efforts are being made by the Soviet bloc 
to cultivate and intensify antiwestern, and particularly anti-Ameri- 


can, propaganda and sentiments. 
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Realizing the appeal inherent in technical assistance as well as the 
use for subversive purposes that can be made by technicians from 
Soviet bloc countries, Russia has recently increased sharply her prof- 
fers of technical aid, and even capital equipment, under the guise of 
contributing to economic development programs. On the other hand, 
most Asian leaders realize that the tyranny, the antireligious ideo] 
ogy, and the police state methods of Peiping and Moscow are some of 
the prices to be paid for such advances under communism. Thus we 
find in important Asian countries a firm reaction to communism evi- 
denced by strengthened measures against subversion. 


KOREA 


The largest segment of nonmilitary aid in the Far East is planned 
to be provided to Korea. Since the cease-fire in Korea, considerable 
progress has been made in the rehabilitation of the country, but the 
economic situation as a whole is still far from bright. The buildup 
of the North Korean ground and air forces, and the recent Commu- 
nist aggressive threats in the Formosa area, together with the general 
uncertainty prevailing in other parts of Asia, make it nec essary to 
maintain the defensive strength of the Republic of Korea forces at 
their present level, despite the heavy economic burden this formidable 
force places on the Korean economy. ‘Thus substantial assistance of 
all types from the United States is needed for the dual job of helping 
to maintain sizable defense forces so important to the security of Korea 
and helping in the task of maintaining economic stability while re- 
building the essential facilities destroyed during the Communist 
invasion. 

FORMOSA 


Formosa is an ee link in the free world’s island chain of 
defense in the Pacific. Its defense is therefore considered essential 
to the security of other free countries in the Far East and ultimately 
of the United States.. Moreover the Government of the Republic of 
China provides a political challenge to Communist domination of the 
Asian mainland and to Communist influence among the 13 million 
overseas Chinese, many of whom reside in strategic parts of the south- 
east Asia and Pacific area. During the 514 years since the Govern- 
ment of the Republic of China established itself on Formosa, substan- 
tial progress has been made in the economic sphere and in govern- 
mental administration, thus demonstrating that a free C hinese soc lety 
can be developed on Formosa which stands in ine ‘reasingly favor able 
contrast to the harsh rule on the mainland. 

Because the economic resources of Formosa are so limited in rela- 
tion to the population and the large military establishment that must 
be supported, maintenance of the island as a military and political 
asset to the free world depends in large measure upon substantial 
assistance from the United States. 


INDOCHINA 


The cease-fire agreement signed at Geneva last July left the Com- 
munist Viet-Minh in control of Vietnam above the 17th parallel and 
was followed by a revision of the basic relationships between France 
and the Associated States of Cambodia, Laos, and Vietnam. The 
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achievement of independence by the three states brought with it par 
ticularly heavy responsibilities. Traditionally dependent upon the 
French and beset by internal political strife, with their economie 
burdened by 8 years of war, the ne why independent states faced an 
array of comple x problems relating to their own defense, their internal 

curity, their fiscal and economic stability and the re lief and resettle 
ment of hundreds of thousands of re fugees. Extensive United States 
help, in many forms, has been and will continue to be an import: int 
factor in this situation. Since Janu: iry 1955, United States assistance 
is being furnished directly to ¢ ‘ambodia. Laos, and Vietnam instead 
of through France, as had 1: urgely been done previously. 


THAILAND 


The expansion of Communist control and influence in Vietnam, 
and the threat to Laos and Cambodia has increased the importance 
of Thailand as a frontier of resistance to Communist conquest of 
southeast Asia. Its assumption of increased international responsi 
bilities under the Manila Pact is further evidence of its importance. 
The chief Communist threat to Thailand is in the northeast provinces 
where economic conditions are less favorable and where the Com 
munists are attempting to exploit this situation from across the bor 
der by means of the so-called free Thai movement. the so-called free 
Lao movement, and the 50,000 Vietnamese refugees most of whom 
openly support Ho Chi Minh. 


PHILIPPINE REPUBLIC 


The P hilippine Repub lic, already a principal link in the Far East 
defense perimeter, is an increasingly import int element in free world 
collective defense arrangements. The Communist movement the ere 
appears to have been driven completely underground and to be mak- 
ing no headway. The past year has been m: arked b y relative stability 
in the Philippines but without notable improvement in the overall 
economic situation upon which continued political stability depend 


i. 


JAPAN 


Most of the assistance contempl: ated for Japan is to help in the 
org: inization, tr dining and equipping of Japanese forces ¢ apable ot 
maintaining internal security and contributing effectively to the secu- 
rity of Japan against external aggression. 

The development of forces with such capabilities would permit the 
redeployment of certain United States forces now stationed in and 
around Japan. 

We are also interested in helping Japan to develop a strong, viable 
economy, for an economically strong Japan would contribute to the 
economic development of the entire Far East and provide another link 
in the free world’s chain of defense against Communist aggression. 

As you know, Mr. Chairman, Indonesia has taken the position that 
its national interests can best be served by following an active and 
independent foreign policy. In exter ding technical assistance to 
Indonesia under the mutual security program our objective is to he Ip 








190 MUTUAL SECURITY ACT OF 1955 


that import: int country to attain its national aspirations by strength- 
ening its independence and laying the croundwork for sound economic 
erowth and better standards of living for its people. 

That concludes my prepared statement, Mr. Chairman. I should 


be very glad to try to answer any questions which may arise in its 


REASONS FOR HELPING COUNTRIES OF FAR EAST 


Senator Smiru. I notice that you — the imports ince of the non- 
ilitary part of the program. For the record, 1 would like to have 


your summation af that situation in the Far East and why it is so im- 
portant for us to ielp the ‘se people, e specially with technical assistance 
nd with their aspirations for freedom, independence and self-determi- 
natio 


Mr. Sesatp. Senator, as you are aware, among the countries of the 
Far East, there are seven countries whicl 1 he ive become independent 
since the end of the war. Those patel sare if I m: LV just name them 

ys Korea, the Philippines, ¢ Cambodia. Laos, Vietn: am, Indons sia and 
Burma. 

Practically none of these countries was pre pared at the time it re- 
ceived independence to strike out in this { troubled world, with the 
threat of communism, not only aggression externally, but internal 
subversion. 

Addition lly it was quite apparent that most of these newly inde- 
pendent countries had not been given proper training by the colonia] 
powers to carry on government in the normal sense. | Deleted. ] 
Now, it seems to me that in the situation as it exists, in Asia \ tod: ay, 


economic aid al { technical assistance of the type which we rive in 
our program is esse! itial if the military assistance which we are giv- 


Ing is to mean anything. 

I don’t believe that any of these countries could carry on with a 
purely military program. I think tl e mil) itary program, if it were not 
on a solid foundation of economic assistance or an improved economy 
with a broad basis would simply collaps e. 

It there re appears to me to be vital that in the formulation of a 
program of his nature that the military program be supported by 
proper economic assistance and technical cooperation. 

In the program which is before you I am sure that this has been 
carefully worked out so that then no one element is beyond the capacity 
of the country concerned. 

[ am not sure whether that completely answers your question. 


NATIONALISM STRONG ALLY AGAINST COMMUNISM 


Senator Smiru. That is very helpful. 

Am I correct in the conclusions I draw from my travels, that there 
is a deep yearning in all of those countries for freedom and indepen- 
dence; that they are anti-colonial? They yearn for what they think 
we have in America and they wish to share our freedom. 

Mr. Senay. I would like just to strengthen just one facet of your 
statement, if I may, and that is I believe probably the strongest ally we 
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have in Asia today in our fight against communist is nationalism. 

I think that a true nationalism can defeat communism on its own 
terms at any time that the two meet head on. 

Now, if they have a true nationalism, and if we do what we can to 
assist that nationalism to maintain independence in the country con- 
cerned, I do not think that we have to have too much fear that com- 
munism is going to win out. 

Senator SmirH. And part of that nationalism is self-determination. 

Mr. SeBaup. Exactly. 

Senator Smiru. That is, independence, but with a willingness to 
cet help from the United States and other countries. 

I have been troubled a bit because some of the people say we tell 
them what to do. They are willing to discuss their problems, but 
they want ‘asses for doing some thinking of their own. They want 
us to participate in their aspirations, rather than for us to sit on a 
mounts inten giving them money. ‘They are not interested in that; is 
that correct ¢ 

Mr. Sepaup. I agree with that. 

Senator SmirH. I think the psychology of this is so important be- 
cause the battle anaes is whether they are voing to aline themselves 
with free nations or be captivated by communism which offers the 
moon but at the eecaiasion they find they are virtually slaves. 

Mr. Sepa. Senator, if I may just speak from my own observations 
and experience in As la: 

[ think we have made mistakes in the past, mistakes which were 
not intentional but which were inherent in the problem. 

[ do “ ‘1, however, that we have learned that an air of condescen- 

sion in dealing with Asians is self-defeating. I think our ct par- 
ticulai ly in our technical cooperation programs, have learned a great 
deal in their rel: ationships w ith Asia and there has deve loped a fee ling 
of partnership and of equality and a desire on the part of both to do a 
10b 1 In common, 

Now, if we can only continue that approach to the problem—TI agree 
with you that every cent that is spent in this program is definitely 
worth while 

Senator SmirH. To get to specifics, you said that Korea is one of 
the countries that is independent. Of course, we realize that Korea 
is a divided country and there is the danger of an upset. Were you 
speaking of just South Korea when you said Korea was independent ? 
1 want to see Korea united and free and independent. I do not mean 
—_ 1 minute, by renewing the war—but by obtaining that objective 
by the free will of men. 

Mr. Srrarp. I was speaking specifically of South Korea, yes. 

Senator Smrru. Now we have a substantial amount of money largely 
for Indochinese development. 

I note here that in Indochina we have a total of $425 million for next 
year’s operations on the nonmilitary side. I do not have the figures 
before me on the milit: ary side. 

I am just interested in seeing how that will work out in those three 
areas. You say that for direct forces support you need $38 million; 
for defense forces support $379 million; and for technical cooperation, 
$7,500,000. That is on page 196 of your book. 
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NONMILITARY REQUESTS FOR INDOCHINA 


The question that I have been asked and that I am asking you 
now is—last year you gave roughly $1 billion to support the French 
operations in Indochina. What are we doing with those countries 
from here on out in a nonmilitary way ? 

Mr. Sepatp. Do you have a breakdown of the figures before you, 
Senator, for each of the countries? 

Senator Smirn. Page 196 of your compilation book which was 
referred to before, under the heading “Southeast Asia, Cambodia, 
Laos, and Vietnam,” a have for direct forces support $38,200,000 ; 
defense support, $379,300,000; technical cooperation, $7,500,000, a 
total of $425 sali ° 

Mr. Sepatp. Then your question is, What are we doing in a non- 
military sense? 

Senator Smiru. Yes. How are we going to use funds in this par- 
ticular area? Is this $379 million for defense support ? 

Mr. Sesavp. As that gets into the detailed program, may I ask 
Dr. Moyer to answer that question, Senator. 

Senator Smiru. Yes, certainly. 

Dr. Moyer. Now you are correct in pointing out that is a very 
substantial amount which is proposed to continue programs in these 
three states in 1956, and also in calling attention to the very substan- 
tial proportion of that which is to be used in support of the Armed 
Forces. 

I might say in that connection that those estimates have been worked 
out, first of all, in Saigon under the general direction of General 
Collins, who has taken into account the force levels to which they 
are trying to reduce and then in consultation with the economic 
mission to determine how much assistance is needed in order to support 
those forces. 

Now, I would start by the simple admission that on the more fun- 
damental side of what needs to be done, we have not yet made the 
progress which any of us, including General Collins, would like. 
When General Collins was here and when I was in Saigon in early 
March, he made that point quite specifically and it was obvious—the 
attention of the very young governments of our missions there, the 
diplomatic, the military and the economic, so far has been greatly 
directed at two particular problems. 


DIRECT AID TO INDOCHINA 


One, in going from the aid given to France to direct aid; and that 
has not proven simple. These countries have not had their inde- 
pendence and they were not given much experience 

Senator Smiru. Am I correct in my recollection that last year 
our financial help went to France and its operation there, whereas 
now it is given directly to the Governments of Cambodia, Laos, and 
Vietnam / 

Dr. Mover. Yes, sir; with this qualification: That which went 
through France to Vietnam, Cambodia, and Laos was the much larger 
part for the support of the armed forces; went to France; the other 
part was given directly from the beginning. 
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Now, in going to direct aid, they have had to set up central banks, 
they have had to set up procedures for handling the aid and arrange- 
ments for importing, most of which they were not familiar with. 
This has proven quite a serious task which has absorbed a lot of 
their attention and the attention of our various missions. 

A second problem they had to deal with is the unexpected flow of 
refugees. I do not think anybody anticipated that there would be as 
large a movement as turned out to develop, and the collection in the 
North and their reception in the South, providing for their immediate 
needs and getting them resettled, has also become a task of very major 
proportions. 

Then, in addition to that, of course, internal conditions have not 
been entirely satisfactory from the point of view of getting down to 
grips with a long-range fundamental program based on technical 
cooperation and supporting financial assistance. 

However, as General Collins said when I was there in March, and 
as we feel very strongly, the time has come now to come to grips with 
that problem, and they are in the process of doing so now. 

We have several special technicians over there who are examining 
the different ways in which we can help the governments to establish 
the basic services, to carry out activities which will aid the people, and 
which in general will create the kind of conditions which will make 
the people believe that they are on the right side. 

I think that is about the way it has to be answered at this time, 
Senator Smith. 

(Discussion was held off the record.) 

Senator Barktry. You set out a different amount for each country. 
Now, I presume that those amounts were arrived at not just in the 
Department here, but after consultation with the people in these 
different countries, letting them sit in on the estimates and the 
proposed usage of the money in cooperation between our Government 
and their governments? 

Mr. Sepatp. That is correct. 

Senator Barktry. Regarding these amounts. You feel from your 
statement that our military assistance to these countries would be 
almost futile unless it was backed up by economic stability that would 
prevent the Communists from taking over, thus keeping us from a 
situation of giving military aid toa country whose people were under 
the domination of the Communists. That would be utterly futile, 
would it not? 

Mr. Sesarp. That is right. 

Senator BarkKiey. So, in order for our military assistance to be 
effective, we must coordinate it with economic assistance, so that the 
two go along together? 

Mr. Separp. Yes, sir. 

(Discussion was held off the record.) 


INDOCHINA REFUGEES 


Senator MANnsFrieLD. Mr. Secretary, what is FOA doing at this time 
to bring about the greatest possible exodus of refugees in Indochina? 
As I understand, Hi: aiphong under the Geneva agreement will be turned 
over to the Communists this weekend. There are possibly 250,000 
refugees trying to get out before that time. I know that the N vavy 
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has transported refugees and I assume that the French are doing so, 
too. What part does the FOA play in this project ? 

Mr. Sepaup. Senator, I would like to ask Dr. Moyer to answer that, 
if I may. 

Dr. Moyer. Senator Mansfield, I am not aware that there are as 
many as 250,000 awaiting transportation. They have been piling up 
to a certain extent. The Navy 1s still operating and has not been in- 
formed of any expected problems which would make it impossible to 
transport those who wish to leave. Transportation is through the 
normal channels, the Navy ships, and such air transportation as is 
available. 

Senator MansrigtpD. Has any pressure been brought upon the 
French, who were signatories to the Geneva agreement, to bring about 
an extension of the time limit of final evacuation of Haiphong so 
that additional numbers of refugees, and I understand they did come 
to 250,000 at least a week ago not only in Haiphong but the northern 
area, can be transported south / 

Dr. Moyer. I do not know of any such steps. Do you, Mr. Sebald? 

Mr. SEBALD, ] do not. 

Senator Mansrie.vp. In other words this weekend, Haiphong will 
be turned over to the Vietminh and those refugees left behind will 
have no means of getting out ? 

Dr. Moyer. If it is turned over, those that were left would be there. 
However, we have not been informed of any serious problem. It might 
be there isa piling up. We have not been informed about it. 

Senator MansrreLtp. Then, as I understand you, as far as the FOA 
and the Navy are concerned, they will be able to get out all the 
refugees awaiting at Haiphong by the evacuation date ? 

Dr. Moyer. To our knowledge. 

penalor Mawnsrietp. Thank you. 

‘nator Barkiey. Thank you very much, Mr. Sebald. We appre- 
sate your frank answers to the questions. 

I believe Dr. Moyer is the next witness. 


STATEMENT OF RAYMOND T. MOYER, REGIONAL DIRECTOR FOR 
FAR EAST, FOREIGN OPERATIONS ADMINISTRATION 


Dr. Moyer. Mr. Chairman, in view of the informality of this 
earing, I might rather than reading the statement, attempt informally 
to summarize it. 

Senator BarkLey. You may put your statement in the record 

i have prepared it, if you wish. 

7 Moyer. I would be very ples ased to do that. 

Senator Barkiey. And you might summarize it orally. 

Dr. Morrer. All right, thank you. 

(The prepared statement of Dr. Moyer is as follows:) 


STATEMENT TO THE SENATE FOREIGN RELATIONS COMMITTEE ON FiIscat YEAR 1956 
EcoNoMIC PROGRAMS PROPOSED FOR THE FAR EAst, By RAYMOND T. MOYER, 
REGIONAL DIRECTOR FOR Far EAST, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Chairman and members of the committee, in order to avoid possible con- 
fusion in terms, it should perhaps be emphasized that the proposals I am pre- 
senting do not refer to the whole of Asia but to that part we speak of as the 
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Far East, extending from Japan and Korea on the one side around southeast 
Asia to Burma on the other, but not including India, Pakistan, and beyond. 
These proposals, furthermore, do not include the President’s fund for Asian 


economic development, which applies to the whole are of free Asia, 
I. SUMMARY OF THE FISCAL YEAR 1956 PROPOSALS 


Deputy Assistant Secretary Sebald has described the situation we now face in 
the Far East, and the interests and objectives which the United States shares 
with other free nations there. This and other statements previously made to 
vour committee also have brought out the major problems in that situation for 
which the solution is to an important extent an economic one, and for which 
solutions must somehow be found if the dangers in that situation are to be 
effectively dealt with. 

These problems might be summarized as 

1. Military forces larger than the countries can support from their own 
resources. 
2. The threat of internal subversion. 

. The fundamental internal problem these countries face, with their 
recently acquired independence and their upsurge of hopes and aspirations, 
bearing on the present struggle but also on the longer-run relations between 
the United State ’s and these countries. 

The assistance which I am recommending for non-MDAP programs in the Far 
East relates directly to the solution of these problems. 

For those programs, it is recommended that a total of $1,070 million be ap- 
proved for the fiscal year 1956. This is about $128 million less than the total 
of $1,198.3 million allotted to the same programs in the Far East for oblig 
during the current year. 

Out of the fiscal year 1956 total of $1,070 million, $987 million, or 92 percent, 
is for the countries around the periphery of Communist China which are support- 
ing large armed forces—Korea, Formosa, and the 3 States of Viet-Nam, Cam- 
bodia, and Laos. Eight percent, or $83 million, is recommended for programs in 
the remaining countries—Japan, the Philippines, Thailand, and Indonesia. 

It is recommended that 7 of these 9 countries receive direct forces support, 
defense support, and technical cooperation forms of assistance. For two of them, 
Indonesia and Japan, technical cooperation programs only are recommended. 

For direct forces support, a total of $265.7 million is recommended to import 
tems that go for the direct use of the military forces, other than itary hard- 
ware, such as gasoline for tanks and airplanes, structural steel and cement for 

ilitary installations, and foodstuffs for troops. 

Under the defense support category, $764.8 million is recommended. These 
funds are required to provide economic help to countries which cann« 
carry the burden of as large defense establishments as seem desirable 
in general serve both a military and an economic purpose 

For technical cooperation, a total of $39.5 million is recommended 
among the 9 countries receiving assistance. 

To make clearer how these proposals relate to the solution of the three prob- 
lems to which I have referred I would like briefly to return to tl 


{ nose p oblems. 


ation 





it otherwise 
, and which 


, distributed 


1. The need for economic support to miltiary forces 


This committee, of course, is familiar with the need for economic support to 
military forces in countries of the area. The supply of military aid in it 


self does 
not solve their economic difficulties ; rather it often aggravates those difficulties, 
quite seriously so, in the Far East, in those countries where the cost of military 
forces greatly exceeds their own capacity to meet that cost, as in Korea, For- 
mosa, Viet-Nam, Cambodia, and Laos. Therefore, if we share with them a desire 
that they maintain and strengthen their Armed Forces, we have no 
other than in one way or another helping them bear the cost 

We help to do that, first, through funds provided under the direct forces sup- 
port category, supplying required items, not military hardware, that go for the 
direct use of the military forces. A total of $265.7 million is recommended for 
this type of assistance. 

Funds recommended under defense support are an equally important 


a 


alternative 


part 
of what is required to support military efforts in these countries. Broadly 
speaking, these funds are used for three purposes: To provide the local cur- 
rency that is required to supplement the country’s own budgetary resources going 
directly to the military forces; to help maintain the stability needed to assure 
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a sound base for sustained internal support of the military effort: and to supply 
essential capital equipment for the expansion and diversification of agricultural 
and industrial production, in order to increase the capacity of the country to 
meet its defense costs out of its own resources, and thus gradually to reduce the 
need for outside assistance. For these purposes, in the Far East, a total of 
$764.8 million is recommended. 

Of this $764.8 million, around 45 percent, approximately $360 million, will be 
utilized in ways yielding local currency that will go directly for the support of 
the military forces. This local currency for the most part will be acquired 
through salable commodities to be imported and sold in the country. Another 
large item, approximately $165 million, will be used to finance the dollar costs 
of equipment for the construction of transportation, telecommunications, power, 
and similar facilities, serving both a military and an economic purpose, and to 
expand and diversify agricultural and industrial production building up the 
economic base from which it will be possible for the country out of its own 
resources to bear more of the costs of its defense effort. The balance, approxi- 
mately $240 million, will be used to finance the import of available commodities 
yielding local currency which will help meet the internal costs of these and 
similar projects. These activities together—the import of salable commodities, 
the help extended in financing the internal costs of selected essential activities, 
and the building up of the productive capacity of the country—are the means 
relied on, in their total effect, to control inflation, and to create the interna] 
content and stability needed to sustain the military effort 


) 


2. The threat of internal subversion 


With respect to the second problem, the threat of internal subversion. The 
history of the Communist advance in Asia shows that in general it started from 
small beginnings within the country, feeding on issues which were of acute 
and growing concern to the people, and proceeding then to build up ever 
expanding organizations and activities, finally an armed force. The problem 
is how to help countries stop this growth before it reaches dangerous strength- 
to apply the ounce of prevention that may be worth pounds of cure. 

President Magsaysay of the Philippines, who has been highly successful, in 
doing this, put what is required in this very brief formula: ‘“All-out force; all 
out friendship.” Applying that formula, with stern measures he broke up the 
Communist apparatus and defeated the Huk forces in battle. In the second 
part of his program, he got to the roots of the problem in a vigorous program 
expressing the concern of the Government for the welfare of the Filipino people, 
which is bringing benefits that they can see, feel, and taste, and creating a 
basis for hope. 

In our programs, assistance to activities of this kind is provided through 
technical cooperation, helping countries to work out the means which they them- 
selves can apply improving health conditions, expanding and diversifying agri- 
cultural and industrial production, developing natural resources, and improving 
the administration of their public affairs. Financial assistance speeding up 
progress with many of the activities essential to the success of these endeavors 
is provided through funds under the defense support category, helping to meet 
the needs of the people and build up the country’s basic economic strength. 


The fundamental internal problem 


All the assistance proposed for the Far East can be and is related to the above 
twin problems arising out of the current struggle with communism: the threat 
of military aggression and the threat of internal subversion. There remains a 
third major problem, however, also to a considerable extent tracing back to 
economics. This is the fundamental internal problem common to most of the 
countries of this region, springing from their recently acquired independence ; 
their difficulties as they face adjustment to the modern age; their new hopes 
and aspirations, nationally to succeed with their independence and achieve a 
position of dignity among the nations, and, individually, to secure for them- 
selves and their posterity the blessings of liberty and peace, issuing in a better 
life. 

This problem most of these countries would face whether communism existed 
or not; and to many of them it is of as great concern as communism itself. 
The way these countries solve this problem bears on the outcome of the present 
struggle to avoid Communist domination. This also bears on the longer run 
relations between ourselves and these countries of Asia, with their resources 
and masses of people, after the present struggle has been won. 

In the proposals I am presenting today there are no elements exclusively 
directed at this problem. However, technical cooperation and financial assist- 
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ince under the defense support category, intended to help the country deal with 
ts basic economic problems, contribute directly toward its solution 


Il. THE PROPOSED PROGRAMS BY COUNTRY 
I wish now to turn to the proposed programs for the separate countries. 


1. Korea 

In Korea, in spite of difficulties, it remains a fact that the Government of 
Korea with our help has maintained and strengthened its 21 divisions of combat- 
trained and experienced tsoops. This is being accomplished in a manner en- 
abling Korea, simultaneously, to make significant progress toward controlling 
inflation and to move forward with its rehabilitation. As indications of progress 
in rehabilitation, electric power output increased by 54 percent from 1952 to 
1954: about 50 major factories have been rehabilitated: more than 2,000 miles 
of highway have been improved; health is markedly better; and the persons 
wholly dependent on relief have been reduced from 38 million to approximately 
700,000. In the cities and towns an increased supply of goods can now be found 
on the shelves, and the general improvement is reflected in the better dress and 
appearance of the people, and in an increased amount of activity in their normal 
( cecupation. 

The need for aid to Korea arises to a very large extent from the fundamental 
fact that the maintenance of a 21-division military force places a burden on the 
economy which cannot be met without assistance. There is, in addition, the 
fact that Korea’s productive capacity has been impaired by division of the 
country at the 38th parallel, and as the result of destruction by war. South 
Korea would hardly be self-supporting under present conditions, even without 
an army. Despite the many demands on its resources, some 56 percent of 
Korea’s total budgetary expenditures in fiscal year 1955 are expected to be 
devoted to defense expenditures. There is need, simultaneously, to control in- 
tflation, recover from the effects of the war, and build up the productive capacity 
that will enable Korea out of its own resources and effort to meet a iarger 
proportion of its own defense costs. 

To provide essential assistance for these purposes, it is proposed that $460 
million be made available to Korea for fiscal year 1956. This includes $180 
million for direct forces support, $272 million for defense support, and $8 mil- 
lion for technical cooperation. This fiscal year 1956 total of $460 million com- 
pares with $498.5 million made available to Korea in fiscal year 1955 for the 
same purposes. The $460 million requested does not provide means to meet the 
situation which would arise in the event that the Korean Government cannot 
provide for certain internal requirements of the ROK forces and still keep its 
budget within the bounds necessary to maintain internal stability. 

The $180 million requested for direct forces support will be used to import 
aviation gasoline, lubricating oils, motor vehicle parts, construction materials, 
raw cotton, clothing, and wheat. Of the $272 million requested for defense 
support, $177 million will be required to finance imports of industrial raw 
materials and consumer goods which will be sold for hwan, which then will 
be used to provide the local currency needed to supplement Government budget- 
ary resources. The $95 million presently planned. for assistance to basic eco- 
nomic development will be devoted largely to irrigation and flood control, rail- 
way and highway construction, steam power, the manufacture of chemical fer- 
tilizers, telecommunications, and small private industry development which, as 
completed, should enable the economy to become more self-supporting. 


2. China (Formosa) 

In Formosa, assistance in past programs has helped to make possible the main- 
tenance and strengthening of the 600,000 troops of the Republic of China. In- 
flation has been kept in check, and generally stable conditions have been main- 
tained throughout the island, providing a sound base for continuation of the 
defense effort. Some progress also has been made toward increasing Formosa’s 
capacity for self-support. While the full impact of funds provided for capital 
development is yet to be felt, the level of United States aid has remained in 
general constant over the past several years when military requirements were 
mounting and population increasing. Had attention not been paid to efforts 
building up a capacity for self-support, substantially larger amounts of aid 
would almost certainly now be required. 

For the fiscal year 1956 a total of $102 million is proposed for assistance to 
the Republic of China. This compares with a total of $90 million originally 
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recommended for fiscal year 1955 and of $137.6 million now allotted, including 
& supplemental appropriation of $48 million made available during the current 
year to help strengthen Formosa in the face of the increased tensions that have 
developed in the Formosa Strait. 

The fundamental fact in the economic situation on Formosa requiring this 
assistance is basically as before: The resources available on the island simply 
are inadequate to meet the cost of the large defense forces. The gap in the 
balance of payments is estimated at around $100 million for the calendar year 
1956, if essential import requirements are met. The estimated revenues avail- 
able to meet expenditures in the Government budget are expected to be around 
$68 million below required expenditures. Out of its own resources the Chinese 
Government is expending about $190 million for national defense during the 
current fiscal year, or 67 percent of the total revenues of the national and 
provincial governments. The proposed fiscal year 1956 aid level of $102 million 
is based upon a careful estimate of anticipated deficiencies in Chinese foreign 
exchange and Government bu lgetary resources and thus of the required United 
States assistance to supplement these Chinese resources. 

Of this amount. a total of $37 million is recommended for direct forces sup- 
port, $6 million above the 1955 level. For the defense support category $62 
million is recommended. More than half of this amount will be required to 
finance imports of industrial ray materials and consumer goods, meeting de- 
ficiencies in items required in the civilian ecohomy and generating the local cur- 
rency funds needed to supplement Government budgetary resources. The local 
currency equivalent of about $17 million of this will go directly for the support 
of the military forces. Approximately $20 million are provided to hnance capital 
equipment aimed at building up a greater capacity for self-support. Emphasis 
will be on hydroelectric and steam power, chemical fertilizer manufacture, 
metals manufacture, and small industry development, 

In the technica] ¢ operation component, continuing Support is to be provided 
to the JCRR program. Provision also is made for continuation of the contract 
services of an American engineering firm, and for the continued services of 
United Services techni, ians in the fields of technical and community education, 
health, labor and public administration. 
3. The Philippines 


In the Philippines, the energetic and patriotic efforts of the Filipinos under 
the leadership of President Magsaysay have achieved notable results, making 
the Philippines one of the brighter spots in the picture in Asia today. A vigorous 
program of technical cooperation, strengthened by supplies and equipment 
financed under the defense support component of the program, have aided mate- 
rially in making this achievement possible. During the current fiscal year, 
$9.5 million in additional aid was made available to help construct barracks and 
airfields required in connection with the Philippine plan to Strengthen their 
national army. 

The economic situation in the Philippines over the past year has been char- 
acterized by relative Stability but without substantial progress toward eliminat- 
ing the basie long-run weaknesses of the Philippine economy, arising from a lack 
of diversification and a low level of economic activity. Foreign exchange 
reserves have fallen below the point that has been steadily maintained and con- 
sidered to be safe, due primarily to a decline in export receipts. A budget deficit 
estimated at $42 million also is expected in fiscal] year 1955. At the same time 
the present situation requires that the Philippine Government increase its out- 
lays for defense while continuing programs to improve the people’s welfare and 
expand and diversify its agricultural and industria] production, essential if 


the country is to make more permanent the internal improvements achieved over 
the past 2 vears. 


To help the Philippine Government meet these problems, it is recommended 
that $28.5 million be made available, in fiseal year 1956, consisting of: $2.3 million 
for direct forces support, $19.7 million for defense support and $6.5 million for 
technical cooperation. These funds include a total of $7 million to continue 
assistance for the defense facilities started during the current Year. Fifteen 
million dollars, provided under defense support, will help the Philippines (a) 
increase and diversify agricultural and industrial production: (h) promote 
private investment in industria] enterprises; and (c) Support the Philippine 
Government’s program of basic economic improvement. The technical coopera- 
tion program, for which $6.5 million is proposed, in the main provides for con- 
tinuing support to projects initiated in prior years, relating largely to public 
administration, agriculture, industry and mining, and education. 
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4. Vie tnam, Cambodia, and Laos 


In Vietnam. Cambodia, and Laos the Geneva Settlement and the Faining of 
full independence required radical adjustments in the Current year’s programs, 
for which a total of $473.4 million has been allotted out of funds “ppropriated 
under section 121, Of this amount, $309.8 Million has been set aside for the 
direct support of military forces of these states in budgetary assistance and in 
items provided under direct forces Support. The Shift to direct aid in making 
this assistance available became effective January l of this year and required a 
major effort. The S0vernments of these States had to establish their own 
central banking facilities, set up Procedures for handling the aid funds, and 
develop arrangements to import and distribute the aid S00ds. This had to be 
done, moreover, Without interruption in the Supply of funds required for the 
bay of troops and related purposes, The shift, however, has on the whole been 
accomplished successfully, 

Another major problem that had to be dealt With is the unexpected]; large 
movement of Population out of Communist North Vietnam. seeking freedom and 
a ew life in the South, Approximately 900,000 Vietnam Civilians have already 
made this move, To handle this enormous movement arrangements had to be 
made for their reception in the horth, their transportation southward, their re- 
ception and care in the South, and ultimately for their resettlement. Some 300,- 
VUU of his number haye thus far been resettled in more or less Permanent lo, a- 
tiOnS ; but a major problem Still lies ahead in completing resettlement and pro- 
Viding for employment in self-supporting occupations. 

Preo¢ Cupation with the many tasks involved in handling these two major prob- 
lems, and the interna] difficulties that haye charac terized the Situation, have 
delayed Progress with Programs to help these newly independent States lay the 
foundations for their broader, longer-range development. 

The Combined amount requested for the three States of Vietnam, Cambodia, 
and Laos in the fiscal] year 1956, in total, is 9425 million, 

In the face of a rapidly changing Situation, it is impossible CO rely to the normal 
extent on the usual] economic indicators 48 a means of “elermining the amount 
of aid required, Obviously With economies dislocated and undermined by the 
burden of 8 years of War, the three States do not have the financial] resources 
LOW required to Support their large 4rmed forces and cope wy ith their other urgent 
problems, Norma] revenues 4Vailable to Vietnam are expected to Provide dur- 
ing this calendar year only about 30 bercent of the expenditures required for 
Clvilian and military Purposes, The trade deficit during the year is estimated 
at approximately >300 Million, In Cambodia during the current calendar year 


expected budget receipts also fall Considerably Short of What is heeded to coy er 
expenditures. Exports during 1955 are expected to bay for Only about 60 per- 
cent of normal imports, Laos, With its bopulation of only 1.5 Million, is unable 
out of its own resources to make any Contribution to its Military or economic 
development programs, 

Of the $425 Million recommended for 4Ssistance, g total of $2230 Million wil] Zo 
for the direct Support of the armed forces of the three States. This figure is 
made up of )38,2 million of direct forces Support, and a total of $191.8 Million 
for budgetary support included Within the defense Support category. 

Uhis tota] Of $230 Million for the direct Support of the armed forces js tO Cover 
requirements for the calendar year 1956, in “ccordance with funding arrange- 
ments established in previous years, [rt Should be hoted, however, that due to 
recent Changes jn the Situation in Viet-Nam it may hot be possible Co reduce the 
Vietnaniese arined forces at the rate anticipated y hen these estimates were made. 
There exists # possibility, therefore. that a Certain amount of the funds rp quested 


for calendar year 1956 may have to be Utilized before the close of Calendar 1955 


oe), 
Further, the Programs for Cambodia and Laos are being reviewed to take into 
account Information that may haye accumulated Since the Carer estimates 


were made. 
In the balance of the funds Proposed under defense Support, an item of $47 
Million ig Provided to continue 4aSSistance in the resettlement Of refugees from 


North Viet-Nam and of displaced Persons in South Viet Nam. The remainder 
Wil be useq in the Construction of facilities Serving both a Military and ee, nomie 
Purpose, and in aiding developments aimed at meeting heeds of the people and 


Creating a more stable internal economic Situation 


é. Thailand 


In Thailand, disturbeq Conditions to the horth and increased danger of Sub- 
version from Within, Which were accentuated after the Geneva Settlement, re- 
quired action to Strengthen defense lorces and the internal Situation. Toward 
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helping Thailand with programs, to accomplish this, $7.3 million in new funds 
were made available for direct forces support and $34.6 million for defense 
support during the current year, in addition to the $4.7 million originally pro- 
gramed for technical cooperation. 

Thailand suffers from the conventional ills of a one-crop, raw materials 
economy. In addition, the lowered world market price for rice and the accumula 
tion of large rice surpluses have had a depressing effect on the economy, to a 
considerable extent accounting for the change in the country’s international 
payments position from a surplus of $81 million in 1951 to a deficit of approxi 
mately $25 million in 1954. Measures taken to correct the unfavorable balance 
of payments have had the effect of reducing revenues, thereby aggravating the 
internal budgetary problem. 

Thus the Thai economic situation has been weakened at a time when even 
more substantial resources than before are required to support a military buildup 
und fight internal subversion. Toward meeting the increased cost of this buildup 
the Thai Government more than doubled its own expenditures for defense pur- 
poses over the period from 1951 to 1954, thereby increasing the percentage of 
the total budgetary expenditures devoted to its defense effort from 24 to 37 
percent. 

For assistance in helping Thailand to carry on essential military and defense 
support activities which could not otherwise be undertaken, a total of $40 million 
is proposed for fiscal year 1956. Of this total, $8.2 million is for direct forces 
support, helping to provide essential items such as gasoline and equipment for 
the construction and improvement of military airfields, naval bases, and military 
training centers. For defense support, $31.8 million is recommended. Of this 
amount it is estimated that $6.8 million will be required to finance the local cur 
rency costs of the above direct forces support projects. The balance will be used 
for projects to improve highways, telecommunications, air transport and port 
facilities. In addition, $5.5 million is proposed for the continuation of technical 
cooperation projects. 

6. Indonesia 


Indonesia differs from other countries in the Far East, included in these pro- 
posals, in that it is not receiving United States military assistance. The United 
States and Indonesia share an interest, on the other hand, in Indonesia’s suc- 
cessful development as an independent country, free of all forms of outside 
control. 

Assistance helping Indonesia achieve that goal has been given through tech- 
nical cooperation. Special attempts are being made in this program to con- 
centrate around a few major lines of endeavor, and on a small number of sig- 
nificant projects. The three lines now being emphasized are technical educa- 
tion, the increase of agricultural and industrial production and the improve- 
ment of health. 

For the fiscal year 1956 it is proposed that $8 million be made available for con- 
tinuing support to this program. 

Recent unfavorable developments in Indonesia’s economic situation make as- 
sistance more urgent and necessary, if Indonesia is to succeed in achieving 
its goal. There is a continuing unfavorable balance of payments, levels of pro- 
duction remain below those of prewar on a per capita basis, large budgetary 
deficits persist, and the rate of economic development is well below that needed 
to bring about a fundamental change in these conditions. 

Projects in the proposed program are aimed at helping Indonesia attack cer- 
tain aspects of these problems. They are illustrated by assistance in initiating 
the development of technical education, based on a plan for a nationwide pro- 
gram recommended by a team of specialists provided in the current year’s pro- 
gram. Another project, building on beginnings in previous years’ programs, will 
provide technical assistance helping Indonesia to carry forward a program 
eradicating malaria, which has been highly successful in areas where already 
earried out and has brought a very appreciative response from the people 
benefited. 

7. Japan 


In Japan a small program of technical assistance, in support of a productivity 
program, was initiated during the current year with the aid of a grant of $500, 
000. A small mission has been established there to administer this program, to 
help plan the loan component of a program under Public Law 480, and to give 
systematic attention to finding fundamental solutions to our relations with Japan 
in the longer run. 
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Japan has serious economic problems arising fundamentally out of the short- 
age of available resources in relation to its population, the reduction in its ter 
ritory following World War II, and the loss of export markets it has suffered. 
Economic difficulties that have arisen since the end of the war, as a consequence 
of these unfavorable fundamentals in the situation, have been offset to a con- 
siderable extent first by GARIOA and later by special dollar earnings, from pro- 
curement in Japan by the United States for military purposes and by expendi- 
tures of United States personnel in Japan. These special earnings have now de- 
clined, and they may be expected to decline still further. Japan, looking 
has to find ways to solve the problem which this creates. 

For assistance in a small but fundamental way, helping to solve this problem, 
ve propose $1 million for technical cooperation, for the fiscal year 1956, in- 
cluding assistance to the Japanese productivity center, helping Japan to make 
improvements in its industries, related to engineering design, quality control, 
marketing, management and labor relations. The purpose is to increase the ef- 
ficiency of Japanese industrial production, helping to make it possible for Japan 
to meet its serious basic economic problems through fundamental measures of 
self-help. Our small mission will be continued there to administer this program 
and assume other related responsibilities. 


ahead, 


CONCLUSION 


I appreciate, Mr. Chairman, the opportunity to make this statement, and I 
shall be glad to try to answer questions which the committee now 


may care to 
ask of me. 


Dr. Moyer. I think, just to emphasize what has already been stated, 
I should state that these proposals do not refer to the whole of Asia, 
as appears in these tables, but to the part we speak of as the Far East, 
and that includes Korea, Japan, and around southeast Asia as far 

Burma. These proposals, furthermore, do not include the pro- 
posed President’s fund for economic development which refers to the 
whole are of free Asia. 

I would like also to emphasize that the proposals we are making 
are related to specific problems which grow out of the situation and 
out of the policies that Acting Assistant Secretary Sebald has just 
been discussing. 

We have tried inc reasingly to get away from any tendency, if i 
existed, just to allot funds to projects, but to have our programs firmly 
related to essential problems, problems which if not solved would 
make it difficult or impossible to achieve the objectives of our policy. 

These problems have been brought out in various testimonies, but 
just to summarize: 

The first is the military forces larger than the countries can support 
from their own resources; the second is the threat of internal subver- 
sion; and the third I speak of as the fundamental internal problems 
that these countries face, many of them with their recently acquired 
independence and their upsurge of hopes and aspirations, a problem 
which bears not only upon the present struggle against Communist 
domination but also on the longer run relations of the United States 
to these countries. 

Now, trying to bring under several specific statements what this 
program is, the total proposed, as you know, is $1,070 million for the 
fiscal year 1956. 

This, I might mention, is about $128 million less than the total 
which was allotted to these same programs in the Far East for obli- 
gation during the current year. 

Out of this total of $1,070 million, $987 million, or 92 percent, is 
for the countries around the periphery of Communist China—Korea, 
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the Nationalist Government on Formosa, the three states of Vietnam. 


Cambodia, and Laos; 8 percent, or $83 million, is for the remaining 
countries; that is, for Japan, the Philippines, Thailand, and Indo- 
nesia. 

We recommend for 7 of these 9 countries assistance under the direct- 
forces support, defense support, and technical cooperation categories. 
For two of them, Indonesia and Japan, only technical cooperation 
is recommended. 

Going to these broad categories. for direct-forces support a total of 
$265,700,000 is recommended. This is for items going for the direct 
use of the military fore es, not military hardware, but such as cement 
and structural materials for airstrips or other military installations, 
g Renin for tanks and airplanes, and foodstuffs for the troops. 

'nder the defense support category, $764,800,000 is recommended. 
he ceneral, these funds provide economic help for countries that can- 
not otherwise support the defense establishments that seemed desir- 
able, and they in general serve both a military and an economic 
purpose. 

\ total of $39,500,000 is recommended for the technical coopera- 
tion category distributed among the nine countries receiving 
assistance 

Obviously, the great bulk of the total of $1,070 million relates di- 
rectly to the first of the problems that I have mentioned, the military 
forces that cannot be supported out of their own resources. Help in 
meeting this problem is given under the defense-support category in 
the seve n countries. 


¢ 
each oF 


DEFENSE-SUPPORT RECOMMENDATION 


I want particularly to elaborate a little on the defense-support rec- 
ommendation, which occupies so large a part of this total. 

Broadly speaking, we use the funds under the defense support for 
three purposes: 

They provide local currency which foes to help supplement the 
budgetary resources of the country to meet the internal costs of the 
arme “d forces, 

They J help maintain stability which is needed if there is to be a 

ire e for the defense effort. 

‘T aes ‘ite, thirdly, help to increase the capacity of the country to 
finance its defense efforts out of its own resources. 

Breaking up the $764,800,000, approximately $360 million of this, 
not quite half, about 45 percent, will be utilized in ways that will 
provide local currency going directly for the support of the military 
forces of these countries. 

Approximately $165 million of this sum will go to finance the dollar 
costs of equipment which builds up the constructive facilities in the 
country, some of them serving both the military and economic pur- 
poses, such as railways, harbors, power and similar facilities, others 
of them helping to expand and diversify agricultural and industrial 
production. 

The balance, or $240 million, is used to finance the imports of salable 
commodities and for providing local currency which also helps to 
finance internal costs of other essential activities. 
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Now. the forms of assistance put together the import of salable 
commodities, the help extended in financing the internal cost of essen- 
tial activities, and the building up of the productive capacity of the 
country—these things together help in their total effect to control 
nflation on the one hand and to create the internal stability and con 
tent that is needed to assist the nulitary effort, on the other hand. 

Certain of these activities also relate to the second problem, the 
threat of internal subversion. I think it may be interesting to men- 
tion the formula of one of the men in this area who has been most 
suecesstul in controlling internsl subversion, and that is President 
Magsay Say. 

In a meeting with him one day he put it this way, “All-out force: 
all out fr ie hie ls ship.’ : By all out force he meant break ng up the (‘om- 
munist apparatus and defeating the Huks: but the second part of his 
program related to getting at the roots of this problem, by a progr: 


] 


im 
whic! 


1 expresses the concern of the Government for the welfare of the 
people and bringing benefits which they can see, feel, and taste, and 
\ hich create hope. 

Our programs in each one of these countries under the technical 
cooperation component and under the financial assistance provided 
through this $165 million that I refererd to, do these things. 

The third problem, which I think is the one that Senator Smith 
was referring to and which I person: ally also feel is of extreme im- 
portance, is helping the countries meet their fundamental hopes 
and aspirations, to succeed with their independe1 ce and to meet the 
host of problems they are now confronted with. We have no elements 
in these proposals which are exclusive ly de ‘vote d to this purpos e . but 
in each of the countries what we are doing by way of helping to con- 
trol internal subversion also makes a contribution to the solution of 
this problem. 


REDUCTIONS FROM ORIGINAL ESTAMATES 


Senator BarKiey. Were any of the amounts in the total request 
reduced by the budget below the request made by your State Depart 
ment or by Defense ? 

Dr. Moyer. There were some reductions from the original estimates 
The final allotments were agreed upon by the representatives of the 
different agencies concerned, the State Department and the Defe 
Department and FOA. 

There were no specific cuts made. There was a certain overall 
amount which I do not happen to know, and that was distributed by 
the representatives of the three agencies in a way whie h they thought 
was best, considering the needs in the respect ive countries. 

Senator Barxiey. You think this is the minimum amount that 
should be authorized in order to accomplish the task which we want to 
undertake ? 

Dr. Moyer. Yes, sir; I do. I would like to mention that there are 
two problems which might arise, for which means are not provided 
in these proposals. 

(Discussion was held off the record.) 

Senator Barktey. I will ask Secretary Hensel the same question I 
asked Dr. Moyer, as to whether there were any cuts below the estimates 
or requests of the Defense Department in arriving at these sums. 

62426—55——14 
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Mr. Hensex. No, sir; there were not. Our request was presented 
at a National Security Council meeting and agreed upon by the 
President and the same figure was recommended. 

Senator Barkiey. You think this is the minimum amount that 
ought to be authorized in order to accomplish the task? 

Mr. Hensex. I think as far as the military assistance request is 
concerned, it is very much the minimum. In my presentation I 
showed that we were trying to shave down to take care of just the items 
that might occur in 1955 and 1956. 

Senator Barkiry. Thank you. 


JIMMY YEN 


Senator MANsFie.p. I notice in your prepared statement as well as 
in your oral testimony, there is reference to the magnificent work 
done by President Magsaysay in the Philippines in planning a major 
part of the reconstruction, and it is my understanding that Jimmy 
Yen isin the Philippines at the present time carrying out the program 
in conjunction with the Philippine Government. 

Is there any way in which we can, through this legislation, aid 
Jimmy Yen in his program in the Philippines so that he can expand 
his operations and achieve better results for the Filipino people? 

Dr. Moyer. I also understand, Senator, that Jimmy Yen has helped 
initiate a rural program in the Philippines. 

To speak frankly, however, there is some difference of opinion 
whether it would be better to undertake a new effort along the lines 
he is recommending or to put the effort into other channels which 
already exist, and quite a bit is going on of that nature. 

[ could go into details if we had time, but a number of people 
have studied it, and I, knowing Jimmy Yen quite well, and his pro- 
gram, I myself have some doubts about the advisability of starting 
a separate movement for the purposes he has in mind. 

With his objectives, I have not the least doubt, but the means he 
is proposing of setting up what in effect is a somewhat separate 
movement, I do have a doubts. 

Senator Mansrretp. I did not mean a separate movement, but I 
mean some way of assisting in a enone movement now in effect, 
by the Philippine Government which, I understand, is using Jimmy 
Yen and his technicians. 

Dr. Moyer. I understand there is consultation back and forth, 
and in some areas where technicians and local facilities are being put 
together to forward these activities 

Senator Mansrievp. But nothing in this legislation which would 
augment funds to the Philippine Government for the program being 
operated on a partial basis now by Magsaysay and Jimmy Yen? 

Dr. Moyer. No, sir. 

Senator Barkiey. Thank you. The committee will stand adjourned 
until 10: 30 tomorrow morning. 

(Whereupon, at 12:05 p. m., the committee recessed to reconvene 

10:30 a.m., Thursday, May 12, 1955. 
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THURSDAY, MAY 12, 1955 


Unirep States SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:45 a. m., in the Foreign 
Relations Committee room, United States Capitol Building, Senator 
Walter F. George (chairman) presiding. 

Present: Senators George, Green, Mansfield, Smith of New Jersey, 
and Morse. 

lso present: F. E. Nolting, Jr., Special Assistant to the Secretary, 
Depessinee’ of State; Clinton Morrison, Deputy Regional Director, 
Far East, FOA; Helene Granby, Chief, Far East Regional Program 
Staff, FOA; Samuel T. Parelman, Special Assistant to Ce: Assistant 
Secretary of State, Department of State; srig. Gen. J. K. Wilson, 
OASD/ISA, Department of Defense; Col. H. H. Critz, OASD ISA, 
Department of Defense; Monroe Leigh, Assistant General Counsel, 
Department of Defense; Charles T. Lloyd, Congressional Relations 
Office, FOA; Oscar S. Gray, Legal Adviser’s Office, Department of 
State; C. A. Herter, Jr., General Counsel, FOA; John E. Murphy, 
Controller, FOA; Ralph Hirschtritt, Office of International Finance, 
Department of the Treasury; Lt. Col. Jack P. Napier, Deputy Chief, 
Economic Division, OCAMG, Department of Defense (Army) ; Maj. 
Gen. W. F. Marquat, Chief, OCAMG—DA, Department of Defense 
(Army); and Philander P. Claxton, Jr., Office of Congressional Rela- 
tions, Department of State. 

The Cuatrrman. The committee will be in order. 

We have with us this morning William J. Sebald, Deputy Assistant 
Secretary of State for Far Eastern Affairs; Mr. George V. Allen, As- 
sistant Secretary of State for Near Eastern, South Asian, and African 
Affairs, of the Department of State; Dr. Raymond T. Moyer, regional 
director for the Far East, FOA; and Cedric A. Seager, acting regional 
director for Near East, South Asia, and Africa, FOA. 

Mr. Hensel is not present this morning, but General Wilson is here 
on his behalf. 

Now, do any of the Senators have any questions to ask? I under- 
stand that Secretary Sebald and Dr. Moyer have given their testimony 
already and have submitted their statements to the committee. 

Senator Smirn. Mr. Chairman, I believe Dr. Moyer just gave us the 
Ligh spots of his statement, which I have read, ‘and I have 1 or 2 
questions that I would like to ask Dr. Moyer. 

The CuatrMan,. Yes, sir. You may proceed right now, Senator 
Smith, and any other Senator. 
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WORK OF JIMMY YEN 


Senator Smirn. Dr. Moyer, yesterday, just as we closed, Senator 
Mansfield asked you a question, I believe, and 1 was not quite clear 
us to your answer, concerning Jimmy Yen. 

I re: cas the importance of the work that he 1 is doing, and he has 
got a great many friends backing him strongly in what he is trying 
to do, I was not clear whether he has been operating with private 
funds or whether he has received anything from this program. 

Dr. Moyer. He has been developing it with private funds; he has 
been helping the Filipinos to develop with private funds a rural im- 
provement movement, 

As I understand it—and I am not too familiar with the details— 
but from what I have heard—it very closely resembles what he did 
on the mainland of China before the war and during the first phase 
of the war. 

it has been entirely private funds. Some of our specialists have 
been consulted on various particular matters, but there are no funds, 
either in the curent year’s program or the proposed next year’s to 
especially finance the activities carried out by that movement. 

Senator Smrru. Are you familiar with the work he did in China? 

Dr. Moyer. Very much so; yes, Sr. 

Senator Smrrxn. [ thought when I saw you in Formosa 2 years ago, 
you were very enthusiastic as to what Jimmy Yen had done. I 
would just like to be clear about it. 

Dr, Moyer. He was one of the original members of this Joint Com- 
mission on Rural Reconstruction, the JCRR, and he went with us when 
we moved from the mainland to Formosa, and he stayed there with us 
for approximately 9 months, 1 think, and then he decided to leave and 
he came to the United States. That was the decision he arrived at, 
for reasons of his own—I don’t know that I could give them, but those 
are the facts. 

Senator Smiru. I understood from my talks with him that Mr. 
Magsaysay, the F iipino President, has been very interested in what he 
was doing, and he has given him a lot of support. You say it is all 
private funds, but I think that the F ilipinos have an interest in that 

rogram. 

. Moyer. I have heard that a number have been quite interested 
in it, and, as you all know, he is a man of great integrity and en- 
thusiasm, and I have the gre atest confidence in the objectives he is 
— about. In my opinion, they are undoubtedly good. 

[ do not know specifically how much suport there is “for the move- 
ment in the Philippines, but I know there is some support for it. 

Senator Smiru. Do you know anything about any private enter- 
rises there ¢ 

Dr. Moyer. There are, of course, various mission¢ iry-supported en- 
deavors, both Catholic and Protestant, and some universities, and re- 
lated ac mage and some of them are going into the rural type of 
activities. 1 do not know of any major activ rity—and there are foun- 
dations, the Rockefeller Foundation, the Ford Found: ation, they have 
put funds in there for different purposes. 
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SOME CRITICISMS OF PROGRAM 


Senator Smrru. I get this complaint in my travels. They say, 
“You Americans are well- meaning. You send out a lot of people in 
57 directions and they tell us what we need. Why aren’t you willing 
to sit down with us and work out with us on a mutual basis some plan 
whereby we will be glad to accept your help; let us go over our prob- 
lems with you.” Isthata correct statement / 

Dr. Moyer. Iam ve ry much interested in that statement. 

As you know, my own philosophy is quite to the contrary. I feel 

hat we are in these countries for a mutual purpose, serving 
pose we mutually agree upon. 
- Now, obviously, you cannot make a program serving mutual pur 
Host LW ashington or in an American office for the country; those 
Heat ass got to be worked out in association with the people of the 
ountry, and in that way basically meeting their needs. 

Now, there are varying opinions as to what the program should be 
nd there are two sides that enter into it. I do not know of cases at 
he present time where we do not do that; we do that very strongly 
n the Philippines, for instance, where there is a very intimate re 
ationship. 


a pur- 


The general practice is that we consult with the countries at the 
beginning with respect to what they think is needed. We agree on 
our objectives, first of all, then the broad fields in which we will co- 

operate, and then develop a program within these fields. 

We reserve the right to make the final recommendations; the recom- 
mendations which the missions send in to Washington are arrived at 
in consultation with the United States country team under the leader- 
ship of the Ambassador for the American judgment on the whole 
process. 

In the process we consult with the country right down the line, from 
the time we first begin talking, going to the Bureau of the Budget, and 


Sos 


on through, and when the funds finally are available we work out with 
the country the final form of the program. 

[ think it is quite possible in some countries—well, I know in some 

ountries you cannot do that as well as — can in the Philippines, 
since they are well developed there; it can be done, but in Vietnam 
today, you cannot do it as well as that, although we consult a great 
deal in Vietnam and Cambodia and Laos, too. 

If I personally ever run across instances, where consultation has 
been inadequate, I try immediately to check on it and see that a 
correction is made, because my own philosophy would be very differ- 
ent from making any programs without full consultation first con- 
cerning the needs and the desires of the people in the country itself. 

Senator Smiry. I am thinking more of what Senator Barkley 

called the “partnership” approach. There are a lot of people opposed 
to this program, and it is essential to get this criticism I spoke of 
cleared up. I think you are the best person to tell me about this situa- 
tion, particularly in the Far East. 

Dr. Moyer. Well, all I can say is—I will qualify that, to begin with, 
by saying that human nature is human nature, and there are a good 
many Americans in these programs, and a lot of them come from areas 
in which they have not had international experience or relationship 
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with other peoples before, and they carry with them a certain tend- 

ency, which a good many of our countrymen have to think that we 
are pretty good and we have got a lot to contribute, and then they 

go into an international situation without enough experience and 
understanding and they do not know that there are other things that 
have to be taken into account. 

Now, I think there are such kinds of cases, too, but I will say with 
very great conviction that I do not think they characterize today the 
operation as a whole, in its administration. 

Senator Smrru. I am glad to hear that from you for I have con- 
fidence in you. I just want to be sure that we have men working 
in the program who are properly screened. 

Dr. Moyer. Yes. I can certainly assure you of that, and “screen- 
ing” is a good word. 

Our policy is definitely against that kind of thing. We orient the 
personnel going out every time we get a chance individually and in 
the orientation course this factor is brought out with great emphasis, 
and if I personally in any way hear of exceptions to it in our opera- 
tions, I always attempt to correct it. 

It is against policy and, while I think there are exceptions, still 
in general the situation today is not bad in this respect. 


COORDINATION BETWEEN EMBASSY AND FOA 


Senator SmirH. Are these programs that you are handling fully 
coordinated with the embassies so there is no feeling of competition ’ 

Dr. Moyer. Well, I would like to have Ambassador Sebald answer 
that, but I would say from my point of view there is no competition. 
We recognize that the Ambassador is the leader of the team, that 
whatever is going on has to get his approval. Everything bearing on 
the military, also, we work out carefully with the chief of the MAAG 
mission in the country. To my knowledge, there is no sense of com- 
petition, and we think in our area the rel: ationships between the 
diplomatic missions and economic missions are very good. 

However, Mr. Sebald may have a different opinion, and I would 
like to have Mr. Sebald comment on that. 

Mr. Sesarp. I subscribe fully to what Dr. Moyer has said, Senator. 
I think in all our Embassies where we have programs, the Ambassador 
exercises the leadership which he should. I think that any Ambassa- 
dor who knows his job must realize that there can only be one boss in a 
country, and he necessarily, in order to do his job properly, must 
exert his leadership over the program which is taking place. 

Now, as you implied, there could very easily be competition by hav- 
ing the FOA missions, with the various programs, operate inde- 
pendently of the Ambassador, but. certainly in our area I am quite con- 
vinced that does not take place and that there is the fullest cooperation 
and coordination between the FOA missions and the Ambassador. It 
could not work any other way. 

Senator Smirn. There is criticism of the vast number of people that 
we put in these places, so I would like to get that clear. 

Mr. Sesatp. In my own personal experience, which is rather lim- 
ited—I had a TCA mission in Burma, if you recall. 

Senator SmirnH. Yes. 
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Mr. Sepatp. I had no difficulties whatsoever. We had the fullest of 
cooperation. We operated ¥ell together. my leadership was respected 
ind acted upon accordingly, and there was no difficulty I can recall. 

Senator SmirH. I see Secretary Allen here, who was our Ambassa 
dor in India. I would be very much interested in knowing whether 
vou feel that it worked properly in India. 
’ Mr. Auten. I concur absolutely. I can think in my whole area right 
now of only one case—I would not like to mention names—where there 

as been any difficulty, and in this particular case I am rather inclined 
to thin k that the FOA man has the better end of the stick. The 
\ mbassador Was SO anxious to be persona non oTrata W ith the vovern 
ment to which he was accredited that he was rather encouraging the 
government too much and the FOA man was trying to hold him down. 

In general I think the situation is good, in the NEA area 


ENCOURAGING SELF-GOVERN MEN' 


Senator SmirH. Dr. Moyer, it has been brought to my attention by 

friend that we are going pretty far in suggesting that these people 
should be given a larger measure of self-government. He said that in 
the area that we are talking about the people really are not ready for 
self-government. 

Now, we know in the Philippines self-government has been accom 
lished effectively. In the area you represent, do you feel that we 
‘an move fairly rapidly toward encouraging self-government ? 

Dr. Moyer. Well, I would have, of course, to answer that out of my 
personal experience rather than my official capacity. That isa politi- 

‘al question, but I would be glad to give you my own impression. 

Senator Sairn. I would be glad to hear it. 

Dr. Moyer. Well, I supose that in the ideal sense one can say that 
no country is fully ready for self-government. It is a matter of de 
a i 

But I think under the conditions as they now exist, there is no other 
way except to give full self-government to these countries. 

Therefore, I think our attitude should be one of helpful interest, 
sitting down with them on their problems and helping them to find out 
what their problems are, and then to help them determine how to find 
a solution. 

Senator Smiru. Would you agree with me that it is better to let 
them go ahead and try to make a go of it, and if they make a few mis- 
takes, help them rather than say, “No, you are too immature.” 

Dr. Moyer. I agree 100 percent. 

Senator Smiru. How fast can you move toward self-government 
without bringing about a condition of chaos in, for instance, Viet-nam ? 

Dr. Moyer. That varies a great deal country by country, but there 
certainly is a limit and no good is gained by trying to exceed that limit. 
Some countries can move faster than others. 

Where we are starting absolutely from scratch, as we are in Viet- 
nam, for instance, today, it has got to be a slow process. 

In their buildup, of course, they are faced with these enormous prob- 
lems, but this process of achieving the ability to handle their own af- 
fairs successfully is something which they are going to have to learn, 
and it is different from recovery in E urope. There they are build- 
ing up to what they were before; here, you are building up—period. 
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And therefore, the attitude of the people we send out there is so im- 
portant; there has to be a sympathetic interest in this process that 
the countries are going through. 

(Discussion off the record. ) 


JAPAN 


Senator Green. I would like to hear about Japan. I think that 
the budget for the State De partment is $1 million for Japan—is that 
right ? 

Dr. aan Yes, sir. Perhaps Mr. Sebald, who was the ambassador 
there, really ought to speak on that, but I can give you the way this 
has eh en arrived at, and perh: ips Mr. Sebald would like to add to it. 

‘There is no question in anybody’s mind about the importance of 
Japan in this total area, and our overall objective, and there is no 


i 


juestion in anybody’s mind that Japan has a very serious and funda- 
mental economic prob lem. 

When the payments which we are making as the result of the mili- 
tary spending there cease, they will be in real trouble. They have 
somehow to take the fundamental steps to get at that, to meet that 
situation when it comes. 

Now, I say that they will be in real trouble because there is around 

$500 million or $600 million that is being made up by what we spend 
the re in expenses, what the GI’s spend there, and in military procure- 
ment,and soon. It has been declining, of course, since the end of the 
Korean war. 

For that reason, it was decided during the past year to establish a 
small FOA mission there, and one of the fundamental purposes was 
to work with the Embassy and the Ambassador in evaluating the 
situation and seeing what steps could be taken to meet this problem 
by fundamental means, not by just dumping money into Japan. 

They are not in a serious stage yet, because of the money being put 
into Japan by the other measures I have mentioned. 

This $1 million i just to support one project, which is a produc- 
tivity center. This } 18 — up by a number of private businessmen— 
Government comes in, but basically it is made up of private concerns, 
and it operates on the same princ iple as productiv ity centers in Europe, 
in helping them find ways of improving the efliciency of their pro- 
duction. 

We will send some technicians to that center who will operate in 
Japan, they will send teams out to visit other countries. T he purpose 
is to improve the efliciency of production, marketing, labor-manage- 
ment relations, and so on, and that is where the $1 million will be 
used. 

Now, the question may be asked, “Why is this all we are proposing 
for Japan?” 

We think this year, that this project, with what may be done in the 
agricultural eaaiieed program will be enough at this time, and that 
this will help Japan increase its industrial efficiency and to sell more 
in Southeast Asia, expanding trade—which Japan will have to do. 

Now, they need more money to modernize their equipment and to de- 
velop and get ina position to meet their problem, but when the situa- 
tion was examined it was revealed that there is a considerable amount 
of money available through private concerns in the United States. 
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There are a number of business concerns who are ready night now to 
put money into Japan for the development of some of these industries 
Now, our conclusion, and certainly the conclusion of the Depart- 
ment of State, was that as long as private funds are available to do 
this, we should not recommend public funds. 
I think, in summary, that is what lies behind it. 

Senator Green. The fundamental principle that you enunciated 
ear rlier in this hearing was that we have got to find out what we ‘think 
they ought to want, and also what the “y want. 

Now. what is it that they want, as distinguished from what we think 
thev ought to want? 

Dr. Moyer. Well, I think they want this, as one thing. There is 
a great deal of enthusiasm. 

I was there in March, and I met with the board of directors of this 
center. They were Japanese businessmen, and they were quite en- 
thusiastic about this. 


ASSISTANCE IN INDUSTRY 


The Japanese Government—this, I think, is perhaps getting into 
Mr. Sebald’s territory—but my understanding is that the Japanese 
Government will—well, I know that the J: apanese Government would 
like more assistance in helping them increase and expand their ed 
dustrial plants along modern lines, particularly in ways that will hel 
them get into the southeast Asia mi arket, and there might be some ay 
of doing that under the President’s fund, which will be discussed this 
afternoon or tomorrow morning. 

So, there will be a chance to see how that fits into this problem. 
They would like more financial assistance, but, for the reasons I men- 
tioned, we do not feel in a position to recommend public funds in any 
large amount. 

Senator Green. Well, another way of putting it: Has there been a 
feeling by Japan that pressure is being brought to make contracts 
with American firms, to supply the utilities? 

Dr. Moyer. Well, we have not had a formal request. There have 
been indications—when Governor Stassen wae kane, I was with him in 
a number of interviews in which this was hinted at, but there have not 
been any requests, so they cannot, at least officially, take that position. 

Some of them may feel this is a form of pressure, and yet, on the 
other hand, from our point of view, we cannot ask American tax- 
payers to provide a fund which private industry could provide. 

Senator GreEEN. Is that the prine ipal difference in the points of 
view between the two countries ? 

Dr. Moyer. I think that is the principal difference, and it might be 
found as time goes on that we should put some funds in for certain 
limited purposes, in order to help them take certain very essential 
steps; but at the present time the over-all situation is not sufficiently 
serious. 

With this technical assistance in the productivity center, they can 
themselves take a number of steps to improve their situation, and, 
with other funds available, it seems to meet that problem at this time. 

Senator GREEN. Japan is one of the prinzipal elements in the whole 
Asia situation; is it not? 

Dr. Moyer. Yes, surely. 
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Senator Green. And how far would we meet their desires and how 
far is their agreement on what we ought to do there, in order to help 
us both ? 

Dr. Moyer. Well, that gets, of course, well into the military 
sphere. We are giving certain forms of military assistance, and I 
think I ought to turn that question over to Mr. Sebald. 

Mr. Senatp. Well, Senator, I am not aware of any pressure from 
Japan, or on the part of the Japanese for increased assistance in the 
form of economic aid or technical assistance. 

I just am not aware of it. I think I would be aware if there were 
such pressure. 

On the other hand, we have just completed a rather difficult negotia- 
tion under the security treaty, and the administrative agreement un- 
der that security treaty regarding the support which J: apan should 
provide to our forces located in and about Japan. The financial ad- 
justments reached with the Japanese which helps them immeasurably 
in meeting their budgetary problems. 

Under Mr. Yoshida last year, about a year ago, they introduced what 
they called an austerity program. That is just beginning to make 
itself felt, and I think with the passage of time and ‘increased efforts 
on the part of the Japanese, the gaps in their trade could be narrowed. 

It is, of course, true that the spending of our troops in Japan helps 
considerably in meeting the Japanese international payments. The 
international gap between the dollars that they have to expend and 
what they earn, I think it is roughly—I am not sure of the accurate 
ficure, but it must be somewhere around the $500 million that our 
troops spend there. | Deleted. ] 


CONSULTATION WITH JAPANESE GOVERNMENT ON APPROPRIATION 


Senator Green. Has Japan been consulted as to the purpose of our 
proposed appropriation of $1 million ? 

Mr. Sesatp. Oh, there is no question about that. There has been 
extended conversation on that. 

Senator Green. And that was their way of viewing it; that is, leav- 
ing it to private business to do it? 

Mr. Sesatp. That is my understanding; yes, sir. 

Dr. Morrr. There is an agreement between the two Governments 
about this, and that is part of the agreement, so they have been con- 
sulted and have agreed. 

Senator Green. They would like to rather leave that to private 
business ? 

Dr. Moyer. Yes, sir. 

Senator Green. Is other aid proposed or being considered ? 

Dr. Morrer. The way these programs usually start, we consult on 
the specifics of the program, but the basic decision as to what type of 
aid should be given is first made on an overall evaluation of the situa- 
tion in our own Government, in the State Department. 

That is a policy decision, and is based on a review of the total situa 
tion. 

The State Department and we fully concur; we do not think that 
the time has yet come to offer Japan a larger program of aid. If we 


should. then, of course, we would consult on the details as to what to 
include under the program. 
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Senator Green. Then, this is a result of consulting with the Japa- 
nese and an exchange of views; this is what we think is best for our- 
selves and them, under the circumstances; is that right ? 

Dr. Moyer. It is the result of what we, our Government, is pre- 
pared to do at this time. 

Senator GrEEN. Yes. Isn’t that what was stated earlier in this 
hearing to be one of the troubles in our dealings with the Asian 
countries; that is, we decide what is best for them, and go ahead and 
do it, and they resent it 

Dr. Moyer. That would not be my interpretation. What I was 
talking about is what we do once the basic policy decision is made 
and even that, of course, involves some exchange with the country, 
too. But when the basic policy decisions are made to give economic 
support, support to the military forces, or aid of a technical nature, 
then we sit down and work out the details with the countries and, 
of course, there is consultation. What I was talking about was 
within a basic policy decision. 


AID TO INDOCHINA 


Senator Mansrietp. I notice in this particular project that as far 
as the States of Indochina are concerned, there is the statement that 
each country gets this amount, plus so many millions, including de- 
fense support, estimated upon so many millions of the United States 
contribution for “Associated States forces,” provided through France. 
Now, what does the term ’ Associated States forces” mean? I imagine 
that is something for the military to answer. General Wilson? 

General Witson. As we refer to the “Associated States forces,” we 
refer to the forces of Laos, Cambodia, and Vietnam. 

Senator Mansriecp. In other words, the Associated States forces is 
different from the French Expeditionary Corps? 

General Wirson. Correct. 

Senator Mansrieip. Well, it is my understanding that all of the 
money now being spent in that area, outside of the money actually 
given to France for the maintenance and upkeep of the French Ex- 
peditionary Corps, was going directly to the Government concerned— 
laos, Vietnam, and Cambodia. Is that correct ? 

Mr. Murpny. If I may, I could probably answer that. 

My name is John E. Murphy, and I am the Controller of the FOA. 

The current year’s program, the fiscal year 1955 program, is being 
extended directly to the three Associated States; but when you speak 
of the money now being spent, there is some money now being spent 
in the fiscal year 1954 program which was expended through the 
Government of France. 

Senator MansrteLp. I see. But beginning the first of this year, 
outside of the money necessary for the maintenance of the French 
Expeditionary Corps, all other funds have been spent directly through 
the Governments of Laos, Vietnam, and Cambodia ¢ 

Mr. Murpuy. With one exception, Senator Mansfield, your state- 
ment is substantially correct. $50 million of the fiscal year 1955 
program will be spent in the first instance for the supply of surplus 
agricultural commodities to France. The francs received by the 
United States as surplus proceeds of the agricultural commodities 
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will be exchanged for piasters which in turn will be used for the 
support of the forces in Indochina. 

In other words, there is a triangular arrangement whereby our 
agricultural commodities, cotton mostly, are going to France and 
being sold for francs in France, and those francs are being converted 
into piasters and used to support these forces. 


JIMMY YEN PROGRAM 


Senator Mansrretp. Now, Dr. Moyer, getting back to the Jimmy 
Yen program again, I know that you are aware that when Jimmy 
Yen me before Congress—I was in the House at that time, about 
7 or 8 years ago—you know of the fine case he x made and the JCRR 
as it came to be known eventually, received, as I recall, the unan- 
umous eee of both the House and Senate. 

We know that Jimmy Yen did a remarkable job in Szechwan, and 
the unfortunate part of his program is that it was not put into opera- 
tion earlier, so that on a cooperative basis the Chinese farmers could 
be given a greater degree of security as time went on. Then, he shifted 
to Formosa, and it was on Formosa that you became intimately asso- 
ciated with Jimmy Yen. 

You say Jimmy Yen left when the program was under way 9 mantis. 
Mr. Yen came back to this country. I had a visit with him, and |] 
has informed me that the Philippine Government—and I think Sena 
tor Smith could back me up on this—was contributing a sum not i 
excess of $1 million to the program which is being worked out on a 
cooperative basis in the training of farmers, teaching them new meth- 
ods so they could achieve a greater income, sending them to agricul- 
tural schools so that they could return to their villages and bring about 
necessary reforms and the like. 

Now, I notice in the data book here “The Philippines,” under “Im- 
oroved rural living conditions,” it says that United States assistance 
as provided substantial stimulus to President Magsaysay in the vil- 
lage self-help program. A number of local community organiza 
tions have been established, 4-H Clubs, and there are 50,000 members. 
Isn’t this the Jimmy Yen program / 

Dr. Moyer. No, sir. 

Senator Mansrirevp. What isthe Jimmy Yen program in the Philip- 
pines ¢ 

Dr. Moyer. Yesterday, after leaving here, I gathered all the in- 
formation we have on it, what I was able to find out, and that its this: 

That at the moment he is endeavoring to develop three demonstra- 
tion centers, and from what I read, like the one he had up in Szechwan 
during the war and one in east China before the war. 

The purpose of these centers is to demonstrate the steps that ought 
to be taken to improve citizenship, to improve literacy, to improve 
health, and agriculture. 

We think what_he is doing has not gone substantially beyond that 
at this time. If so I am not informed. What you have referred to, 
however, is a program directly under the P hilip ypine Government ; 
it a community development type of program in which the aii 
of the local people themselves is emphasized. 

They establish these councils and these councils meet, village coun- 
cils. They review their situation, what they need to do—whether they 
need roads or a public well, or a health center, and so on. 
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Th on, the sy find out wh: at the *"y can do themselves about that. The 


(,overnment contr ibutes certain type s of equipn lent or technical help 


vhich the sy themselves cannot pro\ ide. That is what these councils 
oO. 

[It is developing into pretty much a nationwide movement, and there 
sa great deal of enthusiasm behind it. 

Senator MansrreLp. But the funds are very scarce, as I understand, 

hat the activities of the Jimmy Yen program are « onfined to a few 
elected localities. 

Dr. Moyer. That is my understanding. As I say, I am not in 
formed in detail. I have not talked to Mr. Yen recently, and I have 

ot had information from other sources. That is as much as I am 
nformed about at the present time. 

Senator Mansrietp. There is no help being given by this Govern- 
ent to the Jimmy Yen program ? 

Dr. Moyrerr. No, sir. 

Senator Mansrrevp. There is no contact between Mr. Brenn, the 
director of the FOA mission in the Philippines and a highly com- 
petent man, by the way—and your program ? 
~ Dr. Moyer. He is in general touch with it. I remember a con- 
versation I had with him. 

here are some Filipinos involved, too, of course. They have a 
mass education council, or whatever they eall it, and I know Mr. 
Brenn is in touch with it, the Filipino leader of that council and, in 

neral, knows about that. However, beyon id that I don’t know. 

Senator Mansrietp. Of course, the thing that appeals to me is the 
dea of a cooperative program on a self-help basis which, to me, 
personifies the point IV technical assistance program. 

I am just wondering if instead of using such terms as “Asians to 
fight in Asia,” we couldn’t develop such terms as Asians having a 
ereat deal to say about the technical cooperation program because of 
their more intimate knowledge and their closeness to the people, the 
people who need help ? 

Dr. Moyer. I don’t know, Senator Mansfield, what your impression 
vas in the Philippines, but I feel we are doing that, particularly 
n the Philippines. I think there are other countries where we 
are not anywhere near where we hope to be in that respect, but I 
think this program in the Philippines is worked out very closely 
with the Filipinos, and it represents their desires right to the top. 

As you know, Mr. Brenn is in contact with President Magsaysay, 
and they have the same views on what to do and the same drive. | 
feel that in the Philippines it is worked out very closely between the 
Filipino people and the Americans. 

Senator Mansrretp. I would agree with you there. 

As I said previously, I had a high degree of confidence in Mr. 
Brenn and I know he is doing an outstanding job in the Republic of 
the Philippines. 

The only point I am trying to make is that here you have an idea 
generated by Asians which I think we could perhaps tie onto ad 
help spread ‘throughout the rest of the free world, so that the people 
down at the bottom who need help the most will be given the con- 
sideration I think is their due. As far as we are concerned, I think 
that our hope lies with the people in these countries, and if they are 
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going to be good friends and reliable allies, they have got to have 
some security and something in the way of future before them and 
their families. 

JAPANESE ECONOMY 


Getting back to what Senator Green said, if the Japanese do 
not find markets and if we do not continue to subsidize them enough, 
how long do you think it is going to be before they will go Communist 4 

Not on the basis of a sympathy for the ideology but perhaps from 
economic necessity, based on an 88 million popula: ition, with a 3 mil- 
lion increase each year, in a very restricted area in which to evolve 
a livelihood. 

Dr. Moyer. Well, I think unrest would develop very soon if that 
situ: ation should come about. It has not come about yet economically 
because of our spending. 

Our small mission there, under the Ambassador, working closely 
with all the economic people in the Embassy, are following the situa- 
tion quite closely to be sure steps are taken in time to prevent that. 
Right now, for the reasons you mentioned, there is not that immediate 
danger. 

Senator Mansrietp. No; not immediately, but isn’t it true that our 
military expenditures are decreasing ¢ 

Dr. Moyer. Yes, sir. 

Senator Mansrrecp. And have decreased considerably since the 
Korean conflict. 

Dr. Moyer. Quite substantially. 

Senator Mansrievp. Isn't it true that Japan is finding it extremely 
difficult to get into new areas so they can market the goods they 
manufacture ¢ 

Dr. Moyer. That is true, partly due to the fact that they have not 
solved the reparations problems with countries in southeast Asia. 
Some progress is being made along those lines. 

Senator Mansrretp. Do you think that when reparations are solved, 
and I notice some of the countries are scaling down their requests, 
that the prospects will be good for Japanese penetration into that 
part of the world for their goods ? 

Dr. Moyer. Certainly very much improved, and the reparations 
themselves can be a factor in that. 

In Burma, I believe the agreement includes that reparation will be 
partly in terms of equipment and supplies. 

Senator Mansrre.p. I see. 

Dr. Moyer. So the reparations will immediately get the Japanese 
into business, as it were, in some of these countries to a greater extent, 
and trade should follow. 

Senator Mansrrevp. Fine. 

That is all, Mr. Chairman. 

Mr. Allen, will you come around, and we will hear from you. 


STATEMENT OF GEORGE V. ALLEN, ASSISTANT SECRETARY OF 
STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


The Cuatrman. Mr. Allen do you have a statement you wish to 
] : 9 
submit tous! 


Mr. Auten. Yes, Mr. Chairman. 


ection 
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The Cnairman. All right. 

Mr. Auten. If I may, I would like to submit the prepared statement 
for the record. 

The CHatrMan. Yes, sir; you may do so. 

(The prepared statement submitted by Mr. Allen is as follows:) 


STATEMENT OF GEORGE VY. ALLEN, ASSISTANT SECRETARY OF STATE FOR NEAR 
EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 


Mr. Chairman and members of the committee, Mr. Sebald, who opened the 
hearings on Asia, has dealt with the Far East and southeast Asia I shall deal 
today with south Asia, covering Afghanistan, Pakistan, India, and Nepal. 

Mr. Stassen will testify later regarding the President’s regional fund, but I 
believe that it is important at this point to note the considerable benefit which 
can be foreseen in addition to the direct economic returns from it. The time is 
opportune for initiation of aid under this regional concept. It follows upon 
the free Asian countries’ own initiative and desire to promote the regional 
aspects of economic development. But it also can open wider the door of broad 
regional cooperation in free Asia, and can contribute materially to resolution 
of those specific problems which make for tension among these countries. 

The countries of south Asia are individually and collectively important to 
the future of democracy in Asia and to the concepts of freedom which we defend. 
Most of these countries have but recently achieved their independence. The 
peoples of all the countries of south Asia look to their governments for the 
economic improvement which they foresaw in the achievement of independence. 
The entire free world has a stake in the economic welfare of the countries of 
free Asia. On the basis of comparative economic progress, these countries and 
the democratic institutions which they esteem, are competing with the Commu- 
nist totalitarian system in the struggle for men’s minds. 

Even if communism were not the threat it is today, I am of the opinion that 
economic improvement in the iess-developed countries is extremely important 
to us. As I have indicated in previous testimony before some members of this 
committee, I strongly believe that vast differences in standards of living 
constitute a constant source of irritation in international relations at a time 
when strength and cooperation are essential. I do not propose that our high 
standard of living be lowered. Rather, I believe that the United States should 
assist these countries in raising their standards of living in the common good 
which is at the same time in the security interest of our country. 

We and the free peoples of Asia have a common goal—the strengthening of 
democracy so as to withstand any type of future subversion or aggression. In 
a strong, positive sense, therefore, the proposed mutual security program is 
a means of helping the people of free Asia in their own great effort to make 
their freedom secure. 

These peoples have the strength and the will to achieve their goals. There 
is a better-than-even chance they will succeed if they have adequate assistance 


from us in these early difficult days of their struggle. 
IMPORTANCE OF SOUTH ASIA 


In illustrating the importance of south Asia to the strength of free Asia and 
the free world, I need but note its location as a key area linking the strength 
of the Near East and the Far East. It dominates the vital communication lines 
between Europe and the Far East. 

The countries of south Asia contain almost one-fifth of the world’s population. 
They have some 3,000 miles of common border with the present Communist- 
dominated lands of Asia. 

While largely unexplored geologically, the countries of south Asia have impor- 
tant amounts of scarce materials. For example, south Asia contains about 
one-fourth of the world’s iron ore reserves—the equivalent ef about 80 percent 
of Asia’s iron ore reserves. Last year India alone supplied the United States, 
in quantitative terms, with 41 percent of our manganese imports, 68 percent of 
our kyanite imports, 67 percent of our mica imports, and over 95 percent of 
our jute manufactures imports. 

The people and the governments of south Asia need and want our aid. They 
have expressed their desire for United States aid in a manner reflecting dignity 
and self-reliance. 
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The people of south Asia have a common desire for improvement in their 


A 
very low standard of living. They have in common with us a desire for peace, 
which they need to develop the economic foundations of enduring independence. 
\s this committee knows, there exist some differences of opinion as to the best 


eans of insuring peace, 


INDIA 


There are important differences in views between ourselves and India on the 
best means of preserving the peace of Asia and the free world. However, I think 
t we should not forget the common views held by India and ourselves. India 
easures individual freedom. One must take cognizance also of the Indian 
Government’s firm stand on communism in India, I do not minimize the differ- 
ences in attitudes on the handling of the threat of international communism. 
But I respect India’s right in a free world to formulate its own views; and I] 
hope that in time, within the framework of free society, the logic of our position 
Ww ake hold in India 
The Government of India is pressing forward on its own program of eco- 
tic imnprovement, with what may be termed “great self-reliance.” 
interest to help India in its own great effort. 


It is in our 


The Soviet Union and its Communist satellites have in the past year accelerated 


tl economic activity in south Asia. Soviet economic activity has stepped 
up notably in its technical assistance programs in Afghanistan, Pakistan, and 
India, and in its proposals for capital-goods programs in India and Afghanistan. 
While Soviet aid proposed for India is larger than that for Afghanistan, its 
impact upon the latter is relatively greater because of the smaller size and 
population of Afghanistan. I believe that this accelerated Soviet economic 
activity can be attributed in part to the success of our programs in south Asia, 
PAKISTAN 

Pakistan has maintained a firm stand in favor of collective security, which 
nvolves the maintenance of an adequate defense force. Pakistan has adhered to 
the Manila pact and has concluded a mutual assistance accord with Turkey. 
Che United States and Pakistan have concluded a mutual defense assistance 


tan is in severe economic difficulty which it is working courageously to 


overco Pakistan’s people and their Government have shown their willingness 
and capability of tightening their belts in the interests of economic development. 
But Pakistan has a severe foreign exchange shortage. This limits its ability 
to finance development and essential commodity imports. 


The United States has taken extraordinary measures under the present 
mutual security program to extend emergency commodity and other aid to 
Pakistan. The amount of this emergency aid, emergency flood relief, defense 
support, and technical assistance is some $72 million. In addition the United 
States has also initiated agricultural commodity programs of almost $40 million 
in Pakistan under Public Law 480. 

In the interest of the most effective development use of foreign exchange and 
Pakistan currency, the program continues commodity assistance for Pakistan 


sa part of increased defense support. 
NEPAI 


In Nepal the United States proposes to initiate a small development assistance 
program aimed at the basic problem of communications. The proposed develop- 
ment assistance program is also directed toward extension of the village improve- 
ment activity and the stimulation of small industry. These three lines of 
econmoic development have important implications for the economic and political 
stability of Nepal. 

In both Afghanistan and Nepal a technical assistance program is proposed in 
order to aid these countries in development of their own resources. In Afghan- 
istan, now that storage dams in the Helmand Valley are in operation, the United 
States technical assistance program can be of immense help to Afghanistan 
in the further development of the Helmand Valley. While the full benefits of 
the Helmand Valley development are still some years away, it can be said 
now that this development will stand out as prime evidence of how local effort 
ean combine with United States assistance and private United States engi- 
neering know-how to benefit the people of the country. 
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rhe proposed program for fiscal year 1956 in South Asia is designed to co! 
solidate the initial economic successes in those countries. Evident economic 
advancement is necessary for political stability Our programs reach out to 
the people and demonstrate our concern and sympathetic desire to help them 
in their own great effort. The people of the area are self-reliant Chey are 
determined to achieve economic improvement by every means at their command 
United States aid programs demonstrate concretely to these people the United 


1 


States concern and desire to cooperate in the building of South Asia. 

But the United States programs of assistance do more than demonstrate out 
syinpathy and friendship. Our programs aid materially in the achievement of 
economic improvement and in this way also serve the national interest of the 
United States. 

Mr. Atten. With your permission, Mr. Chairman, I would like to 
make a ve ry brief oral statement about the area which we are con 
sidering this morning, which includes in our discussion the countries 
of Afghanistan, Pakistan, India, Nepal, and Ceylon. 

This is perhaps the core of the so-called un derdeve loped areas of 
the free world. It contains a very large percentage of the popula 
tions of the underprivileged countries—India has a population of 
375 million and Pakistan has practically 80 million. 

Mr. Chairman, I would like to say to the committee that my own 
personal approach to the question of technical assistance and eco- 
nomic aid to these areas is based primarily on the strictly national 
self-interest of the United States. 

I feel very strongly, sir, that it is not a healthy world in which the 
United States can live, with our very high standard of living, when 
vast areas of the world have a very, very low standard of living. 

The reason for my strong feeling on the sub yject is that as long as 
this sharp difference exists, there will continue to be hatred, ani 
mosities, jealousies, and bitterness against us. 

Now, I am perfectly aware of the fact that I run some risk of being 
accused of being a leveler, of wanting to tear down the standard of 
living of the United States in order to spread the wealth, and that 
sort of thing. I make this statement after very careful thought, 
based on my experience with the whole economic aid and technical 
assistance program. 

I stand stoutly and firmly for the maintenance of the high standard 
of living of the United States, because that is the backbone of the free 
world today, and if we do not put that as our No. 1 concern, then the 
whole free world will crumble. Iam sure of that. But within that 
framework, it seems to me we cannot maintain our position on a high 
standard-of-living plateau, and remain indifferent to the question of 
the living standards of other areas. 

Now, that general statement pertains, of course, to all underdevel- 
oped areas. I will restrict my specific testimony this morning to 
south Asia. 

PAKISTAN 


Let us consider first the country of Pakistan. 

Now, Pakistan, as shown there on the map, lies right up under 
Afghanistan. 

At the expense of being accused again of considering everything 
in terms of Soviet Russia—and sometimes we are accused of that—I 
wish to point out that Russian policy for a very long time has been to 
expand in this area of the world. The only borders of Russia which 
are not satellitized at the present moment are Turkey, Iran, and Af 
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ghanistan, with the exception of Finland and a small portion of Nor- 
way in the very far north. 

I do not pretend Pakistan is going to be attacked by Soviet Russia 
tomorrow or next week or next month, I hope it never is, but we have 
every reason to believe that Molotov’s ‘statement in 1940, made to von 
Ribbentrop when Russia was still a neutral, that the territorial ambi- 
tions of the Soviet Union lay south to the Persian Gulf and the Indian 
Ocean, is a correct statement. 

Consequently, the area we are considering is one that should not 
be neglected in either our political or economic activities. 

Pakistan has been willing to join in a collective security arrange- 
ment. She is already a member of the Southeast Asia T reaty Organi- 
zation and she has a treaty arrangement with Turkey. 

So, there is no doubt about where Pakistan stands. It has shown 
this at the Bandung Conference and elsewhere. 


INDIA 


We move on to India. I am well aware that India may be consid- 
ered one of the most controversial countries insofar as this aid program 
is concerned. Yet, I appear before your committee in support of the 
program for India without any apology and without any hesitation. 
I feel that a perfectly good case can be made for it. 

India follows a nonalinement policy, there 1s no doubt about that. 
On the other hand, of the underdeveloped areas I know anything 
about, India is making the best effort to improve the standards of 
living of its people and they are making it through democratic 
pre Cesses. 

They have a good administration. They have a good 5-year plan. 
Their program for the standard of livi ing of their people makes sense, 
and makes good sense. I think we can be perhaps more certain in 
India than any country I know of, without casting an aspersion or 
making comparisons, that our money, dollar for dollar, will be spent 
for the purpose intended, that is, real economic development. 

Now, the Soviet Union has recently given a good deal of attention to 
India, and to Afghanistan, and also Pakistan in the field of technical 
assistance and economic cooperation. 

One might take the position that when the Soviets start sending 
technicians to these areas, we ought to say to these countries concerned, 
“You've got to fish or cut bait. You cannot play us off against the 
Soviet. If you are going to have a lot of Soviet technicians in your 
country, running around building steel mills and one thing or an- 
other, you are not going to have the privilege of having American 
technicians.” 

I do not take that point of view. I think the United States, which 
has 170 technical cooperation personnel in India today connected with 
various ministries in the Government—health, education, agriculture, 
and so forth—should not tuck its tails between its legs and run because 
12 Soviet technicians show up to discuss plans for a steel mill. 

That steel mill, incidentally, is not yet built, by any means. When 
it will be, I do not know. The present situation is that the Soviets 
have agreed to put forward a plan, and the Indians will take a look at 
it. Maybe that plan will come forward in another few months. 
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The Soviet proposal is to lend India money for the steel mill at some 
14 percent interest, I believe. 

The usual impression I have found, in going about the United States 
since I have been back from India, is that India, with its so aan neu 
tralism, is very, very far over toward the en side, and the 
picture that one gets from the general American public is that an 
American going to India would find himself in a wot vn that is more 
than half Communist. 

L remind you of 1 or 2 outstanding facts. There are at the present 
moment about 1,400 Indian students studying in American univer- 
sities. As far as I am aware, there is not one Indian student indy) ing 
in China or Russia, and I never saw any indication of any desire on 
the part of any Indians to study in China or Russia. 

It is true that a few Indians, mostly fellow travelers or members of 
the Communist Party, go to Russia on conducted tours once in a while, 
but as far as sending regular students to Russia or China, it just does 
not occur to anybody there. 

The connections between India and the Western World have always 
been very close, due to education, missionaries, trade, communication, 
and so forth. 

I personally am not of the school that thinks that India has already 
been lost to the free world and that the best thing to do is forget about 
it. 

Senator Smita. How many Indian students did you say were in 
American universities ? 

Mr. AtieNn. Fourteen or fifteen hundred. There are about 3,000 in 
Great Britain at the present moment. 


ATTITUDE OF AMERICANS IN PROGRAM ABROAD 


Now, during the testimony that was given pre viously regarding 
the Pacific area, I heard references made to Americans who go to these 
areas and take a condescending attitude or try to tell the countries 
what they want. 

[ would say that my experience in India has been quite the contrary, 
and I think particularly of an American, namely, Hugh Walker, who 
went down to Hyderabad in south India. 

He never had been outside of the United States before, as far as 
I know. When he got there, the officials of Hyderabad did not know 
what he was supposed to do, and he did not know what be was sup- 
posed to do. Officials had asked for him in New Delhi, but the 
Hyderabad people were a little bit upset about his sudden arrival. 

He stayed around about 6 months before he could make any headway 
at all, but he had that eagerness for working with his hands which 
is typical of a county farm agent. All his life he had worked with 
people; he could not be around farmers without going and work- 
ing with them. 

There was a community training center, and one of his responsi- 
bilities included assistance at this community training center. There 
were about 30 or 40 alert Indians from that area who were training 
to be village level workers. Almost none of them spoke English, as 
they were native people from that area. 
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But, just by sign language and showing what could be done, he 


went out and worked with them. 
| visited there after he had been there about a year and a half 


He took me to the center. He still could not speak Hindu or Urdu or 


whatever language the local people spoke, so he still spoke by sig 
language. 

When we arrived, all the local trainees gathered together. and he 
stuck out his great horny hand and it had calluses all over it, from 
working the week before with these fellows, building a road to the 
highway, and every one of those Indians stuck out their hands to 
compare calluses. There was the utmost human sympathy between 
this farmer from Texas and these 30 or 35 Indian village level workers. 
It was a heartwarming experience. 

And I heard later that a month previously, Prime Minister Nehru 
had had the same experience at this particular place. Afterward he 
had addressed about 10,000 Indians at a community meeting in a 
mpoeth lasting about 40 minutes, in which he talked about the dignity 

f labor, and the fact that that was the main thing that India h: ad 
to understand and accept. He said that among nations of the world, 
the United States was the first country to really accept that concept. 


PRIME MINISTER NEHRU 


Senator Mansrietp. May I raise a question, Mr. Secretary / 

We had a witness before us a few days ago who made some remarks 
about Mr. Nehru which disturbed me greatly. Will you give us your 
reaction, after serving as our Ambassador to India for a number of 
years, as to what kind of a man Nehru is? 

Mr. Auten. Yes, sir, Senator, I would be very glad to. 

I am not certain I know to which statement you refer, but if you 
mean the one I saw in the press today—a good deal must have hap- 
pened in the last 4 months since I left New Delhi, if Mr. Nehru is 
in a highly nervous condition. 

did not find him that way. Prime Minister Nehru is, it seems to 
me, a very complex personality, but I found him, first and foremost, 
an Indian patriot. 

Different people in India have their different ideas about what is 
best to be done for the advancement of India, but it seems to me 
that Nehru’s first motivation certainly is to do what he thinks is 
good for India. 

In other words, he does not have an ideological approach which 
he is going to pursue willy-nilly, no matter whether it benefits India 
or not. 

Let me mention one other thing that I can say in Mr. Nehru’s 
behalf, although I do not want to appear here before this committee 
as if T am undertaking an apologia for Prime Minister Nehru—it 
is best for him to do that for himself. 

| think the American people ought to keep in mind Nehru has 
been in politics for 40 years. He has had a lot of tough situations, 
in an area where religious differences are very keenly felt. 

He has sometimes been pushed to the wall, and provoked on numer- 
ous occasions, but on no occasion during these 40 years, as far as I know, 
has Nehru stooped to the line of religious bigotry; he has upheld 
ithe idea that Hindus, Moslems, Christians, Parsees, Sikhs, Jews, 
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ind everybody else are equal cltizens Ln nee He qaoes not Want 
iny second-class citizen. No matter how great the temptation might 
ve TO appeal to the people of Tranancore C ochin, for example » 


ote Hindu, he has never done it. 

I do not see in that characteristic a man who is a candidate for 
n institution, if that is what you mean. 

Senator MAansrieLD. Thank you. 

The Cuatrman. Mr. Secretary, you may proceed, if there is some 
thing further you wish to state. 

Mr. ALLEN. I have given you my basic position, Mr. Chairman. 

I would be very happy to answer questions. 

Senator Smiru. Do I understand that this formal statement is about 

hat you have been saying to us, or something in addition ¢ 

Mr. ALLEN. Perhaps ] have oven you somewhat more of my own 
personal feelings in the matter, which may not show through the 
printed words quite as clearly. 

Senator Smiru. Now, I understand, Mr. Secretary, that in spit 
of the so-called Nehru neutrality, and some people seem to think it 
s more pro-Communist than pro-United States, you still support 
a program for India, which is represented by the material here before 


4 


Mr. ALuen. I do, sir. 

Senator Smira. You have no qualifications, no fears, no qualms, 
o hesitation / 

Mr. Auien. Well, there is hardly anything that I have ever run 
into, and certainly your experience is fuller than mine, that is abso- 
lute ly black or white. There are pros and cons to almost eve ry ques- 
tion: but certainly on balance, and strongly on balance, [ support this 
program without any hesitation. 

(Discussion off the record. ) 


SENATOR KNOWLAND’S VISIT TO INDIA 


Senator MansFreLp. No questions, Mr. Chairman. 

[ think, though, the Secretary ought to state for the record the story 
of Senator Knowland’s visit to India a year and a half ago and his 
contacts with Sikhs and a certain Sardar Singh. 

Mr. Atien. Yes; when Senator Knowland was through India a 
little over a year ago, he wanted to see some of the technic al assistance 
— and we went together up into the Punjab, in the north of India, 

an area where Sikhs live. 

‘There was also an American county farm agent in that area, a man 
named Jamison, from my home State of North Carolina. Jamison 
took us out to some of the ne »wly developed cotton plantations. 

These Sikhs are quite good farmers—they are good farmers and 
good fighters. Some of the Sikhs in this area had come from Pakistan 
following the division between India and Pakistan. They are enter- 
prising people—and a lot of them are farmers in California today. 

They took to new cottonseed and new methods of fe rtilizing very 
quickly. The demonstration was remarkable as regards the plants 
and the size of the bolls, and the length of the staple. They were doing 
so much better than the farmers who were following the old methods 
that everyone came out on the road and insisted that we could not get 
away until we had come to see their stand. 
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About 3 weeks before we went up there, I had had in my office about 
20 or 25 American farm boys, 4-H Club boys, who had gone to India to 
live for 6 months with Indian families, right on the farms, under the 
t-H exchange program. 

One of them was a tall blond fellow about 22 or 23, named Petersen, 
of Scandinavian origin, from Minnesota. 

[ had chatted with these lads and knew they were all going off to 
different places, but I had forgotten where each one was going. 

During our visit, everyone was extremely friendly and at the end 
one of the Sikhs said, “By the way, we have an American farm boy 
living with us. He is about 2 miles away, on another farm; let us 
send for him.” 

Senator Knowland said immediately, “Of course; I would like to 
ee Fugit 

), they sent and got Petersen, right out of that Sikh community. 
The Sikhs wear turbans, some of them enormous ones, and they wear 
veards., 

Petersen had let his beard grow, and with his beard, even though a 
bit reddish, and his turban on, he looked very much like a Sikh. 

(nd they had changed his name. All Sikhs are named Singh. His 
name was Petersen and thev could pronounce the “Peter,” so they made 
t Peter Singh. “Sardar” means “master”—and so this Minnesota 
farm boy was known all over the community as Sardar Peter Singh. 
Chey were clapping his back and he was grinning from eartoear. He 
was making wonderful friends among the Sikhs for the United States. 

Senator Mansrretp. Those are the kind of things that count. 

Senator Smirn. That brings out, Senator Mansfield, what I was 
thinking about—human contacts and having the kind of people who 
ire sympathetic with others. That is very vital. 

The Cratman. Mr. Secretary, we appreciate your statement to 
us. 

Our next witness is Cedric H. Seager, Acting Regional Director for 
Near East, south Asia, and Africa, Foreign Operations Adminis- 
tration. 

We will be glad to listen to you, sir. 


} 


STATEMENT OF CEDRIC H. SEAGER, REGIONAL DIRECTOR FOR NEAR 
EAST, SOUTH ASIA, AND AFRICA, FOA 


Mr. Sracer. Thank you. 

Mr. Chairman and members of the committee, I do have a formal 
statement here which T will be glad to pass on to the recorder. 

The CuHamman. You may do so. 

Mr. Seager. And if I may, I will just speak briefly on the program 

the area I represent. 

The CHatrman. Yes, sir: we will be glad to hear your. statement. 

Mr. Sracer. And T will then leave the formal statement with you. 

The countries of this area, as the Secretary has already stated, in- 
clude Afghanistan, India, Pakistan, and Nepal. 

\id for this area, which totals $181 million, is proposed for fiscal 
vear 1956, broken down in the following manner: $2 million of tech- 
nical assistance for Afghanistan; $70 million of development assist- 
ance and $15 million of technical cooperation for India; $20 million 
of direct forces support, $63 million defense support, and $9 million 
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technical cooperation for Pakistan, making $92 million in total for 
Pakistan; and $1 million technical cooperation and $1 million develop 
ment assistance for Nepal. 


EFFECTS ON PROGRAM ACTIVITIES 


Now, viewing the area as a whole, Mr. Chairman, the features of the 
ast year that have affected our program activities in the countries 
‘eaneuaad have been the rather tragic recent outbreak of animosity 
between Afghanistan and Pakistan over the Pushtunistan dispute; 
significant progress with respect to the first 5-year plan in India; and 
| serious economic setback in Pakistan. 
As far as Afghanistan is concerned, the recent dispute with Pakistan 


s particularly tragic. Afghanistan is a landlocked country, and its 
ccess to the m: arkets of the free world : are entirely through the port 
f Karachi in Pakistan. The hope of developmental activity, of bet- 


ter economic conditions prevailing in Afghanistan rest, of course, in 
mprovement of relations with Pakistan and the development and the 
reopening of better trade routes, better relationships between Afghan- 
: | her neighbor, Pal he east Deleted 

tan and her neighbor, Pakistan, to the east. [ Deleted. 


PROGRAM IN AFGHANISTAN 


Our program in Afghanistan to date has been a comparatively 

odest one. It has totaled over the years since 1952 something in 
: excess Of $4 million. Our activities for the most part have been 

onfined to the Helmand Valley in the south, in that large resettle- 
) inent program which stems from the construction of the two dams 
n the Helmand Valley area to which reference has been made i 
previous reports to this committee. 

It is a program that has met with a fair measure of success. It is 
a very difficult area in which American technicians have to live with 
their wives and families. ¢ 

I myself visited with them there in the fall, and I was struck by 
the fortitude that they displayed in carrying out their activities in 
that climatically difficult area; their success is a tribute to the fine 
spirit of the American men and women who go out on tasks of this 
nature. 

They had a good agricultural extension program working in the 
area, an education program, and a health program, and were helping 
the Afghans in their settlement problems. 

One of the difficulties involved in the Helmand Valley program is 
the problem of illiteracy in Afghanistan. Not more than 4 percent 
of the total population is literate, and consequently that creates a 
dearth of educated technicians amongst the Afghan population to 

‘arry forward the work our technicians are out there to help begin. 

Nevertheless, the program has been a good one, it is an active one, 
and will be continued out of the funds we suggest should be appro- 
priated in fiscal year 1956. 

We have moved northward from the Helmand Valley and have 
instituted programs in the Kabul area. Kabul is the capital city of 
Afghanistan. 

We have got a very excellent country program in various fields, 
including agriculture, health and sanitation, and elementary educa- 
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tion through contractual arrangements which we have made with the 
University of z voming. We hope that during the coming year there 
will be at least one further contractual arrangement made with: an 
\merican etl or university to carry forward the very essential 
educational program in that country. 

And also, during the past year a rather remarkable Americar 
engineer has been working in the foothills of the Hindu Kush Sate. 
tains examining the coal deposits in that area and seeking to help 

Afghans raise their coal production, an effort which is already 
mar vine d by some success, although coal deposits there have not as yet 
heen fully explored. 

The Afghan Government itself—it is not a rich country—has con- 
tributed during the period of our activities in their country some- 
thing slightly in excess of $12 million to their developmental projects. 


PAKISTAN 


ee ing next to Pakistan, it has been a difficult year, a year in 

hich the Pakistanis, as they have consistently done, have displayed a 
de oree of fortitude and industry which is admirable. 

They have a difficult task to maintain their defense establishment, 
continue forward the deve ‘lopment: al activity that is essential to their 
future welfare, and try to attain a standard of living for their popu- 
lation that is at least at the minimum standard of living requirements. 

During the past year they have suffered not only an economic set- 
back but also a natural disaster in the form of dreadful floods in east, 
Pakistan. 

BACKGROUND OF ECONOMIC CRISIS IN PAKISTAN 


If I may dwell for a moment on the background of this economic 
crisis which struck Pakistan last vear, I think it would be worth 
taking up the time of the committee. 

The Cuatmroan. Yes. 

Mr. Sracer. Pakistan, as you know, Mr. Chairman, was, upon at 
ao independence divided into two parts, separated as between 

t Pakistan and West Pakistan by the width of India. 

‘Tt was also left with a heritage of 1 million refugees to succor and 
support. 

Pakistan enjoys fewer natural advantages, fewer natural resources, 
than India enjoys, and when she had to move forward and develop 
herself upon acquiring independence, there were fewer technicians, 
fewer technical skills available to her than perhaps were available to 
India. 

Nevertheless, a developmental program was inaugurated by the 
Pakistan Government with considerable courage, strengthened at that 
time by unusual foreign exchange resources which had become avail- 
able. High export prices were obtained for cotton and jute during 
the Korean war, and it was those foreign exchange resources of an 
exceptional character that enabled Pakistan to lay the foundations 
for the economic development program which is now going forward as 
fast as circumstances may permit. 

In 1952-53 came aslump. Pakistan immediately tightened its belt, 


reduced imports to a minimum. Doing its best for its own popula- 
tion. 
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In iports dropped from more than 600 million in 1952 to around 
S350 million in 1998. 

ae vear the realization m what the situation meant for Pakistan 

sl ully apprec li hal by the rovernment, who made a special appeal 

us for help. 

It was about that time that the flood broke in East Pakistan and 
emergency aid was requested of us for that situation also. I think 
we may take some pride in the degree of response that was made to 
that appeal. The agencies of Government in Washington that were 
most concerned got together immediately after the nature of the dis 
aster Was know n. The Defense Department associated itself with the 
State Department and with FOA; we got together a committee and 
made prepari itions to send medic: il supplies : and foodstuff and clothi ing 
to the stricken area, and person inel who penetrated the flooded hinter- 

land to do their best to help that population. 

Within a week of the first advice being received in Washington that 

he floodwaters had struck, planes and men and foodstuff and medi- 
cine and supplies of various kinds were landed at the airport in Dacca. 
They did, of course, enormous good at a time when it was most needed. 


It reaped a tremendous harvest of good will for the United States. 
We h: oe at the same time sent out there a spec ial economic group led 
by H. J. Heinz with State Department and FOA personnel. They 


made an intensive study of the economic situation and recommende d 
to us that additional supplies be sent to Pakistan to provide the mini- 
mum commodity needs of the population faced with a period of aus- 
terity, that was more than they could be expected to sustain. 

The program that they recommended needed support was in the 
dimensions of about $75 million, and that was put into effect. Promise 
of that support reaching Pakistan had an immediate valuable effect 
upon the Pakistan economy. It retarded inflationary trends and it 
enabled essential industry to keep moving, and it also enabled the 
Pakistan Government to maintain its defensive position, and to con- 
tinue forward with improved economic development programs. 

The funds that we propose for fiscal year 1956 will continue the 
program that we have started in Pakistan, and it will pay for a fur- 
ther minimum amount of imports to keep ached moving, and will 
also enable Pakistan to continue its support of its own military forces 
and continue developmental activities in the country. These are of 
paramount importance to Pakistan’s future stability, security, and 
welfare. 

Our technical cooperation program is nationwide, and includes 
activity in the fields of health, education, agricultural extension, and 
development of mineral resources. Of course, that program also 
would be continued out of the funds requested. 


AID PROGRAM IN INDIA 


I would like to turn next to India, Mr. Chairman. 

Our aid program in India from the beginning has associated itself 
directly with the targets of the 5-year development program. That 
program in its early stages was essentially agricultural in character 
and has proved, as the Secretary has already stated, remarkably suc- 
cessful. 
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Agricultural productivity in many areas has far and away exceeded 
the target goals. There have been striking results in production. 

The irrigation program in the Gangetic Plain—I never did like 
that word “Gangetic’—the plain through which the Ganges waters 
flow, has been a very succeeaful one, also. 

Of 3,000 deep w ells that have been planned in the aid program for 
the Gangetic Plain, 1,150 wells have been drilled and 850 already com 
pleted. These, together with the other wells being drilled, will exceed 
the total Indian 5-year target goal. 

Then again, the community development program to which the 
Secretary has referred, perhaps India’s single most striking achieve 
ment since independence, and in which American technicians have 
played a most useful role, is moving apace and has already influenced 
the lives of some 50 million people. 

Now, a postscript to what the Secretary had to tell you. I would 
hke to emphasize the help that I think our technicians provide to 
Indians in this particular program. 

I think that the Indians, who are still a young nation, derive tre 
mendous strength from the presence of our technicians there. They 
need encouragement in the tremendous effort that they are putting 
forward to raise their nation from the dreadfully low standard of 
living that still prevails. The help of our agriculturists particularly 
is no small factor in the growth of this community development 
program. 

I know how tremendously struck I was when I visited last fall some 
of these community development projects north of New Delhi. It 
was not perhaps strange that as I talked with the leaders in the de- 
velopment areas that they should know something about our country ; 
but when I went out in the fields and talked with the villagers and 
found the farmer himself able to tell me something about how agri- 

cultural extension works in our country and how it was adapted in 
India—well, that was a most heartening experience. 


EMPHASIS ON INDIAN INDUSTRY 


As the target goals in the agricultural area began to be attained, 
attention turned ‘during the past year to more industrial activity in 
India. Thus, our programs in the past year have emphasized the 
support of Indian industrial goals. 

Seventy-five million rupees, the equivalent of $15 million, derived 
from the sale of steel in the aid program, has been made available to 
augment the capital of the Industrial Credit & Investment Corp., 
the Indian private corporation which you know has been formed to 
assist industrial development in India through long-term loans and 
extension of technical and management assistance. 

Of the $84 million for India in fiscal year 1955, $45 million was on 
a loan basis. 

The total program proposed in India, as has been already stated, 
in fiscal year 1956 is $85 million, of which $70 million will be for 
developmental assistance work. 

The technical cooperation program will be continued, as will aid 
to assist agricultural and engineering schools in India through con- 


tracts for “which arrangements have already been made with eight 
United States universities. 
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Further attention will be given in the technical cooperation pro 
gram to public administration, and we hope that that will also be 
supported through interuniversity contracts. 

Most of the development assistance funds are requested to provide 
support to India’s industrial production. It is proposed that onl) 

$10 million of the program will be devoted to further agricultural 
projects and the balance will all be spent in the industrial and other 
sectors. 

Thirty million dollars of the aid that is proposed will be in the form 
of surplus agricultural commodities which will generate rupees for 
furthering the developmental activities of the Government of India. 

The Indian people, as the Secretary has stated, are making stren- 
uous efforts to improve their standards of life. Their progress has 
been strong and unremitting, but when we are talking about progress 
in India, we need to remind ourselves that more than 20 million peo 
ple are unemployed and it is still a very low standard of life that 
prevails throughout, and a gigantic effort is still involved. 


AGRICULTURAL PRODUCTION IN INDIA 


Senator Smiru. When do you anticipate that India will be in posi 
tion to take care of her starving millions ? 

Mr. Seacer. That is a difficult question to answer because, as you 
know, India has enjoyed two good monsoon periods. 

When we speak of the big success the Indians have met in meeting 
their goals in agriculture, we should remind ourselves that there has 
been a large measure of luck, also. It is not usual for two such good 
monsoon periods to follow in succession. 

I would not want to estimate how long it will take for them to get 
completely self-supporting. There may well be a setback in agricul- 
tural production if there is one bad monsoon year, at which time they 
would have to import heavily of agricultural commodities to sustain 
their population. 

Agricultural production is ahead of the population growth at the 
present time, but only just ahead, and when I say it requires unremit- 
ting labor on the part of the Indians, I mean it does require just that, 
and for a long time to come. 

Senator Sarrrn. They have established new methods of agriculture 
so that production has increased ? 

Mr. Seacer. Yes, indeed. And that, of course, is particularly 
pressed forward in the community dev ss nt sectors, which is where 
the principal area of demonstration lies. 


AID PROGRAM IN NEPAL 


Now, I cannot dwell long on the mountainous state of Nepal to the 
north of India where a population of 8 million is located, with Tibet 
and China on the north and India to the south. 

The economy of that country is primarily agricultural. Our aid 
program aims to improve agricultural techniques and there have been 
established the beginnings of an educational program. A health pro- 
gram has also been instituted; there is a teachers’ tr aining program 
and there is help in reducing malaria, as well as projects to control 
disease throughout that little country. 
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s2 million, as I have told you already, is proposed for assistance to 
Ne pal in fiscal year 1956. 
Phan ~ you, Mr. Chairman. 
r} ‘AIRMAN. Any questions / 
a ugar tte eN. In the first place, as to Pakistan, what are its rela- 
ons with Afghanistan now? Are their difficulties lessening / 
Mr. Seacer. Well, as the Secretary has just stated, within the last 
rew hours only, some hope ot settlement appears to be on the horizon. 
Discussion off the record.) 


PAKISTAN-INDIA RELATIONS 


Senator Green. As to Pakistan relations with India, has there been 
any change in that situation / 

Mr. Seacer. I would like to refer that question, if I may, Senator 
(;reen, to the Secretary. 

Mr. Antex. The Prime Minister of Pakistan, Senator, is supposed to 
vo to New Delhi for conversations in a matter of a few weeks. 

I am sorry that I cannot re port that there has been any open mani- 
festations of ee sag 28 in that situation. Quite the contr ary. 

The border between Indian-occupied Kashmir and Pakistan oc- 
cupied Kashmir has been relatively quiet until suddenly last week, 
the re was a terrific fl: areup. 

I don’t know the details yet, but there was very considerable shoot 
ing and more casualties inflicted than at any time in the last year 
or two. 

1 cannot quite make out why that happened. 

There is an area in Indian-oceupied Kashmir that is occupied on 
three sides by the Pakistanis, which apparently was not developed 
previously. The Indians suddenly moved in with a farm reclama- 
tion program to cultivate this area, but how the incident started I do 
not know. 

The United Nations. Armistice Commission is there investigating 
at the present moment, and we will have a report. 

Senator Green. Have we contributed in any way toward that? 

Mr. Aten. Toward the unfortunate development on the frontier ? 

Senator GREEN. Yes. 

Mr. Auten. Not in the shghtest, Senator. 

You might recall that when the United Nations Commission for 
Kashmir was established, in 1949 l believe, a good many Americans 
were sent up there to participate in the supervision of the cease- 
nre, 

On the Indian side today there are no American observers at all. 
That is the expressed wish of the Government of India. There are 
some American observers on the Pakistan side. I have not heard of 
any American who is on this particular Commission that is investi- 
gating this latest incident. 

Senator Green. Then as to the appropriation we make to India 
in her agricultural development, is that area excluded ¢ 

Mr. Auten. We give no direct aid in Kashmir, either the Pakistan- 
occupied Kashmir or Indian-occupied Kashmir, because it is a dis- 
puted area. 

We go further than that. We have been rather very careful in 
avoiding being implicated in the equally tense and perhaps economical- 
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y much more important quarrel between Pakistan and India ove) 
he division of the waters. 


Senator Green. It seems to me that we should keep out of that se 
tor and not give either side the opportunity to say that we are help 


ng the other. 

Mr. ALLEN. Senator, I agree absolute ly. ane 
lappy about the occasion for the Indian Government’s position, that 
(merican observers are no longer considered appropriate for the 





while I was not very 


Kashmir Commission, on balance I did not find it entirely unfortu 


ite that the Americans were gradually withdrawn from that side 


for the very reason you mentioned just now—avoiding our involve 
ment in it. 

Senator GREEN. We have refused to send money ¢ 

Mr. ALLEN. Well. as far as economic aid is concerned, we do not 


allow any money to be spent there. 


WATER DISPUTE BETWEEN INDIA AND PAKISTAN 


Senator Green. Now, tell us about the water dispute. 

Mr. ALLEN. The chief engineer of the International Bank, which 

primarily concerned with this quenticmn, has told me that the water 
lispute between India and Pakistan is the largest water dispute that 
has ever existed between two nations, or can ever exist. 

Senator Smirn. I don’t know how he can say “can ever.” 

Mr. Auten. Well, I am merely quoting the chief engineer of the 
International Bank. I am a little beyond my depth when I am talk 
ing about engineering figures, but something of this magnitude 
the Columbia River, we will say, runs 62 units—I don’t know whether 
this is accurate or not, but that figure sticks in my mind—the Indus 
and other rivers run 250 units—so that is the size of this problem. 

The headwaters of these rivers rise in India and India could, b 
considerable expenditure of efforts on 1 or 2 of the rivers but not very 
much effort on the principal river, divert the water to India, irrigat- 
ing Indian land with water which normally since time began has run 
into what is now Pakistan, and which has been used to irrigate there. 

Senator GREEN. Is any progress being made in the settlement of 
it ¢ 

Mr. Auten. They have been talking here in Washington, Senator, 
for 2 or 3 years, principally with the engineers of the International 
Bank. Delegations from Pakistan and India have been here almost 
half the time in the last 3 years, and they are coming back again soon 
for one more talk. 

Senator GREEN. If that fails, can it be brought to the United 
Nations ? 

Mr. Atien. I am not an expert of what can be brought to the 
United Nations. International disputes a be ~ prop. lately brought 
for discussion before some body of the United Nations pe hi aps the 
General Assembly. It would be a question as to whether that would 
be helpful or not, and as long as the talks continue, I am inclined to 
= it is better to keep them on, as long as there is any possibility 
of a bilateral settlement of the question, with the assistance of the 
thied national Bank. 

Senator Green. But nations have gone to war for much less cause 
than that; have they not ? 
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Mr. Auten. Yes, sir. And in that part of the world, as you know, 
Senator, the question of water is about the most strongly felt question 
there 1s. 

Senator Green. I would express it as almost a matter of life or 
death for Pakistan. Is that correct? 

Mr. Auten. It is sir, very definitely. 

Senator Green. Would you say that it is a rosy picture ? 

Mr. Auten. I cannot be honest with you and paint a very rosy pic- 


ture. My role here is to give you as honest an appreci: ition as I can. 
ator Green. That is all. 


POINT 4 PROGRAM 


Senator Mansrietp. Mr. Seager, on these technical cooperation 
point 4 programs = at is on a cooperative basis: is it not? 

Mr. Sracer. Yes, si 

Senator MANSFIELD. aa the countries in which these programs are 
in effect put in somewhat similar amounts. You mentioned as an 
illustration that $85 million was being programed for India. 

Mr. Sracer. Yes. 

Senator Mansrretp. And of that, $70 million will go for economic 
development assistance ? 

Mr. Sracer. Yes, sir. 

Senator Mansrie.p. Is that going to be on a grant or loan basis? 

Mr. Sracer. Technical assistance ¢ 

Senator Mansrretp. No; the economic development assistance. 

Mr. Sracer. Oh, I would say that the major portion would be on 
a loan basis. 

As I said, $45 million of the program last year was on a loan basis. 

Senator Mansrrevp. $45 million out of how much ? 

Mr. Sreacer. $69 million. 

Senator Mansrievp. $45 million out of $69 million ? 

Mr. Seacrer. That is right. 

Senator Mansrieip. And for this year, could you give us a com- 
parable figure ¢ 

Mr. Paun. We anticipate a larger percentage this year than last 
year. 

Senator Mansrietp. On a loan basis? 

Mr. Pauw. Yes, sir. 

Senator Mansrietp. That is all. 

The CHarrmMan. Senator Smith? 

Senator Smiru. No more questions. 

(The prepared statement submitted by Mr. Seager is as follows:) 


STATEMENT oF CepriIc H. SEAGER, DrrRecTOR, OFFICE OF NEAR EAST, SoutH ASIA, 
AND AFRICA 


Mr. Chairman and members of the committee, the countries of this area include 
Afghanistan, India, Pakistan, and Nepal. Aid in the area totaling $181 million 
is proposed for fiscal year 1956, broken down broadly as follows: $2 million 
technical assistance for Afghanistan; $70 million development assistance and 
£15 million technical cooperation for India; $20 million direct forces support ; 
S63 million defense support and $9 million technical cooperation for Pakistan ; 
s1 illion technical cooperation and $1 million development assistance for 
Ne] al 
The events of the past year in south Asia affecting our program have been 
e continuing economic dislocations in Pakistan, additional advances by India 
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its first 5-year plan, and the flareup of the Pushtunistan dispute between 
\fghanistan and Pakistan. 


AFGHANISTAN 


With considerable potential for increased development, Afghanistan’s dispute 
Pakistan is the more deplorable because it is through the seaport of 
Karachi in Pakistan that Afghanistan’s trade routes with the free world lie. 
The advantages that would thus accrue to Afghanistan through settlement of 
he dispute and the implementation of projects designed to encourage better 
trade relations with her neighbors in the east, and with the free world, are not 
onsiderable. 

The United States aid program to Afghanistan, begun in 1952, has been rela- 
ively small. It has totaled $4,174,000 to date for technical cooperation and in 
iddition 12,000 tons of wheat were made available to the Government last year 

The main emphasis in technical cooperation has been directed toward the 
ievelopment of the Helmand Valley. The progress that has been marked to 
iate is a tribute to the patience and perseverance of the United States techni- 

ans and their wives, who have gone to the valley to work under very difficult 
iving conditions. They have been given every encouragement by the Afghan 
nembers of the Helmand Valley Authority; but it is well to recall that not 
more than 4 percent of the population is literate and this dearth of education 
s reflected in the scarcity of Afghan technicians capable of carrying forward 
he work that our technicians have begun. 

The need for an expanded education program with particular emphasis on 
technical and administrative training is obvious. Such a program has been ini- 

ated during the past year, through a contract negotiated with Wyoming Uni 
ersity. At least one additional college contract is contemplated. The United 
States aid program has been expanded in the area of the capital at Kabul and 

is reached even further northward toward the Hindu Kush mountains in an 
ffort, already marked by some success, to increase coal production in that region. 

4 $2 million fiscal 1956 technical cooperation program is proposed. It will 
ccelerate technical assistance projects already underway in the Helmand Valley. 
t will enable further expansion of the coal resources project, guarantee continued 
support of a health and sanitation program, and help increase the scope of the 
education and community development programs. It is expected that the latter 

rogram will be launched during the year under contract with the Near East 
Foundation, whose work in Iran and elsewhere in the Near East, has added so 
creatly to the welfare of village communities. 

The Afghan Government itself bas contributed the equivalent of more than 
$12 million annually to developmental projects. From slow beginnings, a good 
foundation has been laid for further cooperative endeavor of long-term signifi- 
cance in a country still highly underdeveloped. The Afghan people are proud, 
sturdy, and independent. Their country has great strategic significance. It 
is important that we continue to cultivate their friendship and foster their aspi- 
rations towards a better life. 

PAKISTAN 


Pakistan has displayed a degree of fortitude in adversity during the past year 
hat is quite remarkable. Its efforts to maintain an adequate defense establish- 

ment pursuant to its defense agreement with Turkey, while continuing a pro- 
gram of economic development essential to its future welfare and security, has 
heavily taxed its resources. Natural disasters and severely adverse market 
developments precipitated, in 1954, an economic crisis of such magnitude that 
an appeal was made by the Government of Pakistan to the United States for 
increased aid. 

The background to this crisis is worth outlining in brief. Partition with India 
clumsily divided the nation into two widely separated geographic units and left 
Pakistan with an enormous refugee population to succor and support. Pakistan 
enjoys fewer natural resources than her neighbor, India, and was left, upon par- 
tition, with fewer skilled technicians to meet the immediate challenge of economic 
development. A development program of some magnitude was nevertheless 
launched, financed in its early stages by extraordinary foreign exchan from 
the high prices obtainable for cotton and jute during the Korean war. The slump 
came in 1953-54. Developmental activity was continued only at the price of 

igid austerity accompanied by a sharp reduction in imports—from approxi- 
mately $600 million in 1952 to approximately $300 million in 1954. But such a 
shortage of consumer goods could not be long sustained; nor under such condi- 
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could progress toward economic developmental goals be made, however 
geously pursued 
Chet ist Summer, came flood disaster in East Pakistan. It grievously af 
fected the lives of some 14 million people directly, and millions more indirectly 
Kmergency United States aid was flown to the area It reached its destination 
1 week after the floodwaters struck, immediately alleviating distress and inci- 
lent y earning a great harvest of good will for the United States. Meanwhile, 
special FOA economic mission, already on the scene, carefully estimated what 
eased aid would be needed to meet the economic crisis. ‘They recommended 


portation of consumer goods and raw materials to the value of $76.5 

iol The promise of this aid, together with its gradual implementation 

tarded inflationary trends, prevented stoppages in critical industries, and 

ed the government to retain orderly control of the country’s economy, While 
taining its defense strength. 

The proposed program for fiscal 1956 includes $20 million for direct forces 


support, $63 million for defense support, and $9 million for technical cooperation 


total of $92 million. It will help maintain a minimal flow of consumer goods 
and it will Sustain industrial production levels thereby assisting Pakistan to 
attain a stronger and more diversified economy. It will assist in the activation 


of 


projects included in Pakistan’s long-term development plan and will also 
pport the establishment of an industrial investment bank to encourage expan 
sion of private capital development, 

The technical cooperation program will aim toward an overall increase in 
Mluctivity throughout the economy and will continue current activities in the 
fields of education, health, and sanitation, agriculture and natural resources 
fevelopment 


INDIA 


The United States aid program in India has been designed from the outset to 
assist India toward attainment of the targets of the 5-year development program 
of the Government of India. Initial emphasis was on agricultural productivity, 
where striking results have been achieved, cereals production having already 
exceeded target goals by 50 percent. Of 3,000 deep wells planned for the Gangetic 
Plain, 1,150 have been drilled and 850 completed. 

The community development program, perhaps India’s most striking achieve- 
nent since independence, in which United States technicians have played a most 
iseful role, has moved forward apace and has begun to influence the lives of 
nearly 50 million people. The realization it has brought to so many village com- 
munities of the possibility of a better life will continue to strain the Government 
of India’s capacity to meet their demands. 

\s agricultural production began to give promise of exceeding target goals, 
increasing emphasis was placed on the industrial sector. United States aid was 
contributed, in 1954, to much needed transportation rehabilitation. Seventy 
tive million rupees ($15 million equivalent) from the proceeds of United States 
financed steel has been made available to augment the capital of the Industria! 
Credit and Investment Corporation of India, a privately managed corporation 
formed to assist industrial development through long-term loans and the exten- 
sion of technical and management assistance. 

Of the total $84 million program in India in fiscal year 1955, $45 million was 
extended on a loan basis. 

The total program proposed for India in fiscal year 1956 is $85 million, of 
which $70 million is for development assistance. 

Under the technical cooperation program, aid to the community development 
program will be continued as well as aid to the program already inaugurated to 
assist agricultural and engineering schools in India through contracts with 
eight United States Universities. Attention will be given to improvement of 
public administration; this will be accomplished through the interuniversity 
contract-procedure. 

Most of the development assistance funds will be utilized to provide support 
to industrial production. Only $10 million will be used for further agricultural 
and natural resources development with the balance of United States aid being 
divided among such projects as power, industrial development (including small 
rural industries), transportation development, and flood control. Thirty million 
dollars of the aid will be provided in the form of surplus agricultural commodi- 
ties to generate rupees to further the economic development of India. 

The Indian people are making a strenous effort to raise their living standards 
in the world’s largest democracy. Progress has been strong and unremitting; 
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vet it is well 


to remember that India is still a highly underdeveloped country 


id a gigantic effort is still required to raise miserably low living standards and 


to find work for more than 20 million unemployed. 


NEPAI 
mension must be made of the mountainous state of Nepal, whose populatio1 
of S million is located between Tibet and China on the north and India 
the south. The economy is almost entirely agricultural. The United States aid 
program has sought to improve agricultural techniques, has established the 
beginnings of an educational program, including teachers’ training, and has 
helped reduce mataria and control disease through the health program. 


‘Two nillion dollars is proposed for development assistance and technical co- 
operation in fiscal year 1956. It will provide for expansion of the foregoing 


tivities and give assistance in the fields of mining and small industry. 
The CHAIRMAN. We will recess now until 2:3 at W hich time Mr. 
Stassen will be back: and Secretary Allen will be here. and Mr. Seager 


We will recess until 2:30 this afternoon 
(Whereupon, at 12:50 p. m., the committee recessed, to reconvene 
2:30 p.m. of the same day.) 


AFTERNOON SESSION 


Phe CuatrmMan. The meeting will come to order. 
(rovernor Stassen, we are ready to hear from you this afternoon. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Srassen. Thank you, Mr. Chairman and gentlemen of the com 
mittee. With your permission I should like to begin this afternoon 
particularly in discussing the proposed President's fund for Asian 
economic development. 

discussed the broader implications of the total program and 
some extent this specific item in the opening hearing before the com 
mittee last week, and in this session would like to take up very directly 
this proposal. 

The CHatrmMan. That is the $200 million fund. 

Mr. Strassen. That's right. Mr. Chairman, the request of the Ad- 
ministration is that an appropriation be authorized for $200 million 
under the policy of the United States to contribute to international 
peace and security through assisting the peoples of Free Asia in their 
efforts to attain economic and social well-being, to safeguard basic 
rights and liberties, and to protect their security and independence, 
with a conviction that carrying out these objectives will serve the se- 
curity objectives of the United States. The President is requesting 
that Congress recognize that fundamental to these goals is an expand 
ing economic crowth of the Free Asia area, based upon se ‘lf-help, mu- 
tual cooperation, and full utilization of already existing resources 
and knowledge. 

The request of Congress is that there be very broad discretion in 
the President, as to the specific means by which this two hundred 
million, if authorized and subsequently appropriated, shall be utilized. 
(See p. 75, chart.) 

The geographic area to which it would be directed is that which 
appears on this map before you, and it has been described as the are 
ot Free Asia, consisting of the area from Afghanistan and West 
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Pakistan through India, Nepal, Ceylon, East Pakistan, Burma, Thai- 
land, Laos, Cambodia and South Vietnam, Malaya, Indonesia and 
ritish Borneo, the Philippines, Formosa, Korea, and Japan. 

This is the geographic area and of course does not mean that any 
ndividual country would necessarily be included in the utilization 
of the fund, since there are many other criteria that are ultimately 
nvolved in the actual carrying out of the program. 

But the program would be carried out in such a manner to ac- 
celerate the economic development of this area of the world, with 
particular emphasis upon what might be called the mutual self-help. 
By that I mean that we know from our complete economic experience 

‘our own country and in other countries, that the economic relation- 
ships between countries has a great effect upon their own economic 
Success. 

In this area of the world, you have many new sovereignties, some 
which are just in the process of emerging from colonialism, and as a 
whole there is very little industrial development except for Japan. 

You have tremendous populations, with almost one-third of the 
peoples of the whole world living in this whole area. You have a very 
wtive attempt at penetration and economic warfare on the part of 
the Communists. and nearly every country borders on the Communist 
area of the world. 

There are also substantial resources, and there is a great desire on 
the part of these people to make progress. 


URGE TO IMPROVE STANDARD OF LIVING 


Progress as we note it in the economic scene, from very low stand- 
ards of living, must be first along the lines of a more adequate supply 
of food. The very first necessity of life, of course, is food, and you find 
this tremendous drive to get a better food supply among the peoples 
with the lowest standards of living on the face of the earth. 

As the food supply improves, you find a tremendous urge to im- 
prove clothing, and as clothing improves, then comes the urge for 
some better shelter, a better place to live, and going from the simple 
necessities and expanding into the simple luxuries of human existence. 

In this area as a whole, through the programs that they themselves 
have instituted and our technical cooperation and other activity 
through these recent years, great strides have been made in better 
food supplies and I believe we can look upon the area with the con- 
fidence that, barring very major catastrophes of weather, the people 
will be fed at a level considerably above starvation, which too often 
has marked the area in past history, and in an area that will increase 
their stamina, and their hope so far as food is concerned. 

We likewise find very definite indications of improvement in the 
supply of clothing. The cotton and fiber supply is improving. Their 
production, or their import as the case may be, of clothing is expand- 
ing, so that this particular factor is improving. 7 

Now comes the beginning of the tremendous urge to improve their 
standards of living beyond those two first necessities of life, to make 
some Improvement in the places in which they live, in their methods 


of transportation, and in their very simple necessities that go beyond 
bare food and clothing. ' 
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This, of course, means industrialization, and there is throughout 
the area the desire to advance in industry, and in many instances signi- 
ficant opening moves in that direction, but at the same time a very 
great scarcity of capital, and capital is, as we all know, one of the 
prime necessities, if there is to be progress in industrialization. 

The Communists are saying in this part of the world that the Com- 
munist system is the system under which industrialization can occur. 
The Communists, of course, advance in industry through their totali- 
tarian system with slave labor camps, with oppressed labor, with, in 
fact, spending human lives to establish a capital increment. They do 
build some railroads and open some mines and add to their factories, 
and open highways through that kind of a forced-labor, slave-labor, 
approach in the Communist system. 

We know all of the other tremendous evils, but you do have that 
factor of the method by which they create a capital increment through 
their totalitarian system and their oppression of human lives. 

This great area of the world of the arc of free Asia wishes to advance 
in their own interest and in our interest should advance in the indus- 
trial side, and should do so without resorting to forced labor or totali- 
tarian methods, but rather through maintenance, strengthening and 
improving of free, democratic institutions. 


NEED FOR CONFIDENCE IN INDUSTRIAL DEVELOPMENT 


There is in the area, because of the various factors of difficulty, not 
only a complete shortage of capital, but also a limitation on the use of 
such capital that is there, and there is not sufficient economic hope. 
You find that capital tends to be buried in nonproductive purposes, or 
the tendency is to try to send it out of the area into a safe haven. And 
so we need, as we see it, to so raise the level of confidence and hope 
and to have somewhat of a catalytic effect for industrial development, 
for capital investment, so that we can establish a momentum of favor- 
able industrial and economic progress. That fundamentally is the 
purpose of the special $200 mi lion fund described as the President’s 
fund for Asian economic development. 

In one sense you could say that in this vast area of the world, and of 
the many people, with the tremendous needs, that $200 million is a 
very, very small sum. But yet $200 million is a substantial item when 
you consider the great scarcity of capital, and intelligently and care- 
fully used, used in a way that it brings out local capital, that helps 
attract more capital from Europe, and that enlists the industrial pro- 
ductive capacity of Japan in with the raw materials and the markets of 
the vast area, we are confident that great accomplishments can occur 
from this significant initial step that C ongress is asked to approve. 

The program has had a very extensive study and review within the 
executive branch of the Government before it came to the Congress. 

It was recommended to the President after such a review by the 
National Security Council, and by the Council of Foreign Economie 
Policy, the so-called Dodge Council, and in each instance, it had ver Vv 
thorough study before the recommendation was made to the President. 
Then he, as you know, in his message adopted it and sent it up for the 
consideration of the Congress with a very strong personal recom 
mendation. 
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PLANS FOR FUND 


Now what are the kinds of things that we would envision would be 
e if these funds become available. 

[f there is to be an advance in this area of the world, it is going to 
in more cement plants for the improvement in the area; it is going 
to mean more sawmills, more plastic plants, refineries of various types, 
fertilizer plants: a whole range of the production of the fabricated 
tems ‘of metal; everything that goes with lifting of people from a 
stand: me of living that reflects $75 a year as a per capita, on up toward 
S100 and 8150 per year average. 

1 ted States private industry should be enlisted if we are to be 
most effective in the way in a it might join with private industry 
” private initiative within Asia in joint ventures of various kinds. 

Che risks are too great at the sinkie time, the opportunities of 
profit are too restricted, for. private industry to do the job alone, 
without special governmental encouragement and some backing to 
minimize the risks that are involved, and to give a better hope for 
success. 

There is in this area a vast amount of resources, even though we 

nk of it as an area that is so poor, and there are other problems—if 
we could just flip these charts over for a minute. 

This first chart, as you probably know, just shows simply the num 
ber of people, with 10 million people represented by each of those 
men. 

(See p. 79 for chart.) 

This shows their low standard of living on this chart, with the av 
erage per ap terr income in India at $70 per year, and the highest 
average per capita being Japan with $241 per person per year, and 
the Philippines at $198. We can come back to any of these later, but 
I will quickly flip them to begin with. 

me of the factors in the situation that from a world security stand- 
point as well as an economic standpoint that we must keep in mind, 
is that it is an area in which there are many overseas Chinese. (See 
p. 81 for chart.) 

This chart shows that in Thailand there are 3 million overseas Chi 
nese. In Malaya there are 3 million, in South Vietnam there are 1 
million; in Indonesia, 2 million; in British Borneo, 200,000; Burma, 

300,000; the Philippines, 300,000; and this is an important item when 
vou think of the future of that area of the world. 

Senator Mansrretp. Governor, on the chart, what about the figure 
in China above Hong Kong, is that 2.2? 

Mr. Srassen. That is 2.2 million in Hong Kong. That simply 

eans they are outside the jurisdiction of either Formosa or Com 
munist China, although they are not strictly overseas Chinese, they 
are right there at Hong Kong. 

They do have a commercial significance, as you know. 

Senator Mansrtevp. Yes, sir. 

(See p. 77 for chart.) 

Mr. Srassen. The Communist Party strength in the area is also 
well to note, when you are thinking of this kind of program, they have 

etive Communist parties in nearly every country with 50,000 known 

( ‘ommunists in India, 2,000 in Pakistan, 2,000 in Ceylon, 4,000 in 
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Malaya, 2) ,Q00 in Indonesia, 8.000 in the Phi lippi nes, 10,000 in Burma, 
rt 11 ‘Ka ialland, 6.000 in Laos, ».000 in (‘ambodia., no available 
igure for South Vietnam, but we know there are a certain number 
here, and 85,000 in Japan. Active, known Communists registered 
party members. 

(See p. 83 for chart.) 

It is an area, notwithstanding all these difficult problems that we 
ive spotlighted, in which there are tremendous resources. In India 
ere are large deposits of iron ore, of coal, of manganese, of bauxite, 
nd, of course, a very productive capacity for jute. 

Likewise in Pakistan, very productive for jute, cotton, and rice. 

Ceylon, rubber, graphite, and a productive Capacity of tea, as we 
now very well. 

Burma, tin, teak, tungsten, in addition to rice. 
ee tungsten, teak, rubber, and tin, in addition to rice . 

And in Malaya, rubber and tin; Indonesia, petroleum, rubber, tin, 
COP il. aad spice es, 

In the Philippines, chromite, iron ore, and the products of it, the 
crops of hemp, copra, and sugar. 

Formosa has coal. Korea has tungsten and graphite; Japan has 
sulfur, and zinc, and copper, and coal. So that within the area there 
ire the potentials to expand production of raw materials, and then 
with them to expand industries along with their trade with the rest of 
(| e world. 

It needs the impetus that encouragement and some capital invest- 
ment can cause. 

COLOMBO PLAN 


One of the significant things that is happening in this matter of 
countries cooperating with each other in an economic way, which is 
one of the ways in which the E uropean progress went beyond expec- 
tations, is that most of these countries are now in the so-called Colombo 
plan. That, at present, is just a consultative group, but they them- 
selves are considering strengthening the economic cooperation that 
would center around the Colombo plan, and right at this time in 
Simla, in India, 10 or more of these countries are meeting, including, 
significantly, Japan and India and Pakistan, to talk about the ways 
in which they can cooperate in their own economic progress, and the 
ways in which they might suggest the most fruitful United States 
cooperation to the extent that we decide to put resources into the 
aurea, 

In the Colombo plan the following are now members, since there 
have been new members added within—since Congress last met: 
Pakistan, India, Nepal, Ceylon, Burma, Indonesia, British Borneo, 
Australia, which borders on this area, and New Zealand. The Phili 
pines, Vietnam, Cambodia, and Laos, and Japan, Thailand, and 
Malaya. 

So that within the area more than 90 percent of the peoples with 
which we are concerned are now in the Colombo plan group, and they 
themselves are considering how they can strengthen and expand their 
economic cooperation. 

Likewise, in the southeast Asia area, there are discussions going 
on in the countries along the Mekong River Valley, and that is the 
river valley, as you know. that borders on Laos and Burma, Thailand 
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and runs down into Cambodia and South Vietnam. That river 
valley has potentials for combined development in an economic way 
that would be to their mutual advantage and serve our security 
object! ves. 

So the underlying concept of the decision that the President has 
made in recommending this $200 million authorization to you is that a 
limited amount of money, carefully used in a manner that we antici- 
pate in a major degree can be by long-term loans rather than grants, 
can be the method by which an accelerated industrial development, 
a strengthened economic picture, an improved cooperation with the 
United States and the present free world, and a strong bulwark 
against communism, might occur in the very area of the world where 
there is every indication that the major Communist economic warfare 
is being waged. 

I think this would complete my opening statement, Mr. Chairman, 
subject to such questions that might be raised. I might add that we 
have made, in the process of studying through this problem, within our 
staffs and the Government, a very thorough study. I indicated it 
went on through these councils, but les vding up to it, I have here, for 
example, our Asian regional statistics and analysis, which was com- 
pleted prior to our going to these governments to consult with them 
a few months ago and to draw out their views. 


ECONOMIC RELATIONSHIPS IN ASIAN BLOC 


One of the things that this analysis has changed our impression on 
concerns this idea that these countries could not have much of an 
economic relationship to each other, that they were raw material 
sources and were essentially trading with Europe. 

Well, of course, it is true that many of them arose from a colonial 
status during which their trade was fairly well tied to the mother 
countries, but you find in trade analysis, that in the January to June 
1954 period, this Asian bloc, this group of countries that we are here 
concerned with, had a very extensive trade with each other, to the 
extent of 31 percent of their total trade. Even though you do not 
normally think of that as being an important trade, this has occurred 
at a time when payments between them is very difficult, and when 
there has not been a very long period in which they had their own 
independence and sovereignty, so that the potential for a gradual 
expansion of trade with each other along with an expansion of trade 
with the United States and with Europe as a part of a growing, 
developing economic situation, is considerable. 

The other point I would like to emphasize is, I think this is an 
area of the world that crystallizes the broad economic concept, proven 
over and over again in the economic history of the world, that, as 
countries develop, they become better trading partners for the other 
countries; that, far from losing trading partners when less-developed 
countries begin to industrialize, you find they are improved markets; 
that they can pay for their goods, and they become highly desirable 
trading partners. 

Here is an area of the world with tremendous potentials of raw 
materials that the rest of the world can use. It is also an area of 
the world with a tremendous potential market that would influence 
favorably the rest of the world through its development. 
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That is, in summary, then, the fundamentals of this economic pic 
ture by everyone who has an: alyzed it as being sound. 

The sec urity objectives of the United States that would be served 
by the successful moving of the program are very clear. 

The difficulties are tremendous, and no one underestimates that we 
are moving into a complex area of the world under many obstacles. 
But, taken as a whole, balancing necessities, difficulties, and oppor 
tunities, it would appear to be a program that it is very much in the 
interest of the United States to advance upon. Thank you, Mr. 
Chairman. 

The Cuarrman. Thank you, Mr. Stassen. 

{re there any questions any members of the committee wish to ask 
at this point ? 

KEEPING FUND FLEXIBLE 


Senator Smirn. Mr. Stassen, are you going to give us a breakdow 
of the $200 million ? 

Mr. Srassen. We do not contemplate making a breakdown, but 
rather to keep it as a fund that might be utilized in various ways 
according to the opportunities and needs appe: aring, according to the 
study during the fiscal years. We do indicate in the presentation 
book some illustrative projects of the kind of thing that might go 
forward, such as the Mekong River development that I touched upon. 

Senator Smirn. What page of the data is that on‘ 

Mr. Strassen. It starts at page 341 and that particular breakdown 
comes up at page 346. You will find under the section on regional 
or subregional development projects the Mekong River Development : 
fisheries—exploration and Development; projects related to natural 
gas development; minerals exploration, transportation and develop 
ment; transportation and communications development, followed by 
production projects, and on the next page, regional training centers. 

Senator SmirH. You want to keep the whole fund flexible, then, as 
conditions develop ? 

Mr. Srassen. That is right. Within rules set by Congress as to 
the type of purposes that it will be used for, but the specific appli 
cation to be under Presidential decision as the year proceeds. 

Senator Smiru. Do those rules appear in the legislation we have ’ 

Mr. Srassen. Yes, they do, in the draft. 


PROTECTING PRIVATE CAPITAL 


Senator Smiru. Now, Governor, you spoke of private capital. I 
am very much interested in how you propose to protect private capital 
against the obvious risks in a pian of this kind? How are you de- 
veloping a favorable climate for private capital ? 

Mr. Srassen. There are various ways that it might be worked out. 
Well, just take as a hypothetical case that Pakistan has very good raw 
materials for cement, and there is an extreme shortage of cement in the 
area. An American cement company might say, “We are willing to 
proceed to develop the cement capacity in Pakistan and to associate 
ourselves with Pakistan business interests to do it, perhaps on a 40-60 
percent basis, but we cannot justify to our stockholders risking the $10 
million, we will say, of the 40-percent investment in this cement plant. 
We can put in our know-how, we can send in some qualified people, but 
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e would not be justified, with the situation in that part of the world, 
Ol lay ng down $10 million risk capital from the United States.” 

Wi might pro\ ide that through this fund we would build the plant, 

e 510 milhon worth of plant, lease it to the private company with 
an option to buy at cost, plus interest, on the basis that they were 
going in with the Pakistanis to manage it. So, in effect, the United 
States Government would carry the first and the extreme risk that 
private business could not carry, but at any point when the situation 
looked favorable enough, they 9 pay out the Government with 
interest and then go forward with it as a private risk venture. 

Or, in some other situation, you aoe want to loan on rather favor 
able terms part of this fund for, we will say, a steel f: ag plant 
down in India. In some instances you might want to tie in private 
business of Japan, private business of some of the other seaiticn in 
the area, along with some United States private businesses. 

In still other cireumstances you might find that the only way to 

‘arry out the objective is to have it done by (government, and you 
oasld make a long-term loan, you may say, to the Government of 
Indonesia to get a certain kind of a plant established. So it is im 
portant to have flexibility as to how to get it done. 

We have another precedent in this country, which has some rela- 
tionship to it, in our defense plants. In these instances the United 
States Government said to United States private industry, “For the 
security of the United States we need a defense plant of a certain kind 
put up. Now, we know that the prospects for the use of the plant are 
not sure enough, and you cannot afford to just put up this big plant 
with all the risks that are involved.” 

So the Government takes certain special steps to help get the de- 
fense plant put up and the private company then runs it, and they 
might make a profit in it or they might not, but you get the manage- 
ment ability, the technical, professional skill, tied in with getting at 


result that the Government wants to accomplish in the security of 
the Nation. 


MARKETS FOR JAPANESE GOODS 


Senator Smiru. Do you think this so-called are is the logical area for 
Japon’ s trade and the outlet for her finished goods, or do you think 
these countries desiring to be industrialized would shut the door on 
Japan’s export of finished material ? 

Mr. Srassen. As I see it, Senator, as these countries begin to ad- 
vance in industrialization, they become better markets rather than 
less markets. The pattern of the precise items in the trade shifts, but 
the volume of trade expands. It is something like the relationship 
of Canada and the United States. Twenty-five years ago I know there 
were some of our business people in this country who said, “As Canada 
industrializes, we are going to lose a good customer.” Well, as he 
knows, it has been just the other way around. The more they have 
advanced, the better customers they have been. They are now our 
most profitable trading partner, and it is a mutually advantageous 
trade. 

So, as we see it, if India, with its low standard of living, could 
bring the level of that standard of living up $10 per year per person, 
she is a tremendously increased market, as well as an increased pro- 
ductive center. And that will be to the advantage of Japan, and 
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of Europe, and of the United States, as well as of India, and so it 

oes throughout this part of the world—that as they advance, as 
hey eget to produce a little more and to live a little better, they are 
more profitable trading partner and they are a greater bulwark 
gainst communism. They can sustain a better defense force on 

their own resources, and you have an opportunity for countries like 

Japan to earn a living where otherwise they have considerable difh- 
ilty in doing it. 

Senator Svirrx. You think this will lure Japan more than Red 
China with her markets in Manchuria ? 

Mr. Strassen. I think it is clear that China, Red China, would like 

» reach out and tie m these areas economically with them. The 
Soviet Union would like to reach out and tie these countries into the 
Soviet Union, and I think it is in the interest of the Asian countries 
not to get their economies tied into the Communist area. And it 
s in our interest that they should not get tied that way but should 
cooperate with each other and should expand their relationship to 
each other, to Europe, and to the United States. 

Senator Smiru. | agree with you on that. I like the hopeful pic- 
ture you give us of what might be done here by the use of this fund 
n order to develop that as a trading area for those countries them 
selves, which may help to solve the Japanese problem which is giving 
us all so much concern. 

Mr. Stassen. That is right; Japan needs to somewhat expand her 
trade with the United States, but we cannot very well open our mar- 
kets to the extent that we could completely solve the Japanese trade 
problem. 

This area of the world should expand its trading with Japan for 
their mutual advantage. Japan needs to expand her trade with 
Latin America, and she needs to expand her trade with Europe, 
und if you get a reasonable amount of progress with each of these, 
Japan can be a very successful economic unit. And she herself is 
showing initiative in all these directions in her trade. 

She has a productive capacity right now that is not fully utilized, 
so that in frequent instances we might find a certain kind of a plant 
that ought to go into Thailand where our United States objectives 

| Thailand—-you might find that Japan could build that plant and 
supply it, earn some foreign exchange, and create a trade relation- 
ship between Thailand and Japan. 

Senator Green. Mr. Stassen, in speaking of different ways in which 
this fund might be used for the industrialization of some of these 
countries, you mentioned various ways in which private enterprise 
here could be induced to take the risks of investment there. But 
you did not include lending the money to the foreign government 
and letting them do the same thing in their country, or, if it is pre- 
ferred, doing it itself. 

Mr. Srassen. I do inelude that, but the question at that time was 
the way in which private industry here might partic ipat e. 

Senator GREEN. You did not mean to exclude lending the money 
to the foreign government so that it could do it? 

Mr. Strassen. No: that is another possibility of its use, and, in faet, 
the most likely thing is that some would be done through govern- 
ments, some through private industry. 

Senator Green. I am very glad to hear that. Thank you. 
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MEETING AT SIMLA, INDIA 











Senator SmitH. There was an announcement in the paper recently 
of the meeting in Simla, India, for the countries concerned to consider 
this $200 million fund. What is our attitude toward that meeting ? 

Mr. Strassen. Well, the United States welcomes the initiative of 
these countries in gettting together on their economic cooperation 
problems and welcomes the Simla meeting, but the United States has 
alwi ays made it clear and we do expect that the legislation would be 

n such form that the United States makes its own decision on where 
its aid funds go and how it is used. And I do not contemplate that 
these countries have any contrary idea. I do not think they will take 
any attitude of trying to tell the United States how to use their aid 
but rather they will make constructive suggestions as to how the 
Colombo plan secretariat might be strengthened, and how things 
might be done, should we so decide, which would affect 2 or 3 
countries or the whole region at the same time as contrasted to a 
specific project in an individual country that has more national 
and not multinational effects; and that, you see, is really the first time 
that expert officials of these countries, including Japan and Pakistan 
and india a, have sat down together on the way in which their produc- 
tion, their trade, their payments might be facilitated. It has some 
similarity to that first conference in ‘Europe : after the war, when the 
technical experts of Europe, in the then war-torn situation, began to 
talk to each other, with some catalyst effect, and in view of the pros- 
pect of United States aid, how they could rebuild their economies and 

mprove their situation. 

Senator SmiraH. You mean the Organization for European Eco- 
nomic Cooperation (OEEC) ¢ 

Mr. Strassen. That is right. The first talks were simply experts 
sitting down and talking in Europe, and out of that came the 
OKEC, the European Payments Union, the Coal and Steel Com- 
munity, and other cooperative ventures, and now, as you know, the 
greatest strength economically that Europe has ever had has grown 
out of that economic cooperation. 

Senator Smiru. We will have to decide in the last analysis what 
we do with that fund, but it will be with the attitude of sitting down 
on a partnership basis and talking it over with the area as a whole 
and with the individual countries ? 

Mr. Srassen. That is right. That is, we welcome initiative and 
welcome suggestion, but we retain the clear right to make our own 
decisions as to how our funds are used. 

Senator Smita. Thank you. 

Mr. Strassen. We also emphasize throughout that their economic 
futures are primarily their own responsibility, and that self-help and 
mutual help between them will get the greatest results. United States 
aid can only be marginal even though it is significant. 


DISTINCTION BETWEEN FUNDS 


Senator Mansriecp. This $200 million fund is to be used by the 
President on a loan or grant basis, as the President perceives ? 
Mr. Srassen. That is right. 
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Senator MansFieLp. And, in addition, he has another hundred mil- 
lion dollars to use as a special fund as he sees fit under section B, under 
subsection B of section 8 ¢ 

Mr. Srassen. Subsection B of 8 is the worldwide contingent fund 
that might involve military items, or economic, or even items across 

he iron curtain. In other words, that would be a place where, for 
xample, when this Kast German food situation came up and we a 

| special initiative across the Iron Curtain, that was handled under 
procedure similar to that proposed here with the hundred million fund, 
or when the Guatemala picture changed we followed a similar course 
T action. 

So the hundred million is the worldwide multipurpose contingent 
fund, and I should emphasize that that, as well as this $200 million 
fund, is to be utilized by the President under consultation with the 
ongressional leaders. 

Senator Mansrretp. And under subsection A of section 8, does that 
ndicate that the President will have an additional $50 million in this 
-pecial fund, making it a total of $150 million under subsection A and 
L} of section 8 ? 

Mr. Srassen. Yes. That indicates that he has the authority to 

iove from one purpose to another. For example, if you had, in this 


\ppropriation a matter of arming country X, and it, for some reason, 
] 


lid not seem too desirable to arm country X, but country Y did need 
s, he could shift from X to Y up to $50 million, but there is no 

Dene made behind the $50 million. It is just a transfer power 

vithout appropriation. 

Senator Mansrretp. Then, as I interpret your answer, the total un 


ler section 8 is 100 ee not one 50 million ? 
Mr. Srassen. Well, it is a total of $100 million appropriation plus 
$50 million transfer sbi! out of the otherwise directly appropri- 
ated funds. 

Senator MansFieLD. I see. So, altogether, the President then will 

ive a total of $350 million which he can use as he sees fit ? 

Mr. Strassen. $300 million. 

Senator Mansrietp. $200 million for Asian aid, $100 million and 
$50 million for additional special purposes ? 

Mr. Strassen. Out of existing appropriations. Then there is another 
clause you should keep in mind, Senator, and that is the clause under 
which he can transfer not more than 10 percent from one purpose to 
add not more than 20 percent to another purpose that Congress has 
approved. And that is where, during the year, the needs shift between 
regions of the world compared with that which was anticipated. 

Senator Mansrretp. So it would be $350 million plus a 10 percent 
shiftability ? 

Mr. Srassen. That is right. 

Senator MansrreLp. In other words, it would be safe to assume then 
that the President has in his hands the authority to he nd as he sees 
fit under this act a sum that could be in excess of $500 million ? 

Mr. Srassen. Not as he sees fit; of course, within the restrictions 
laid down. 

Senator Mansrievp. Or under his control ? 

Mr. Strassen. Yes, under his final decision control within the lati- 
tude, and that is less authority than he has this year. 
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In other words, this year he has a $700 million fund in the Far East, 
ind he has the transfer power of the 10 percent, the 20-percent clauses, 

nd the $150 million clause: so the differences for the new years are 
these: He has less total transfer power; he has less total flexibility 
power; but he has a specific $100 million appropriation behind his 
xible power on a worldwide multipurpose basis, and he has a $200 

nillion spec ific ap propriation for an economic purpose in this are of 
Seen Asia, as contrasted to a $700 million fund. vhic h was in a similar 
area, but did not include India and Burma, and was for either a mili- 
tary or an economic purpose. 

Senator Mansrretp. Now. under this President’s fund for Asian 
economic development, it appears to me that under section (c) the 
thority is certainly far-reaching. I quote: 

The fund may be used without regard to the requirements of this act or any 
other act for which funds are authorized by this act, in furtherance of any of 
the purposes of such acts, on such terms and conditions, including transfer of 
funds, as he may specify, to any person, corporation, or other bodies or of per 
sons, or any foreign gove eer agency or organization or group of govern 


¢ 


ents or agencies as may be appropriate. 


(re there any provisions for review and audit of these allocations 
which the President, if this act passes, will be ewocrine to make / 

Mr. Srassen. Yes. They are subject to the regular General Ac 
counting Office procedures and Bureau of the Budget proc ‘edures on 
audit and accountability, and there would be no expansion in this 
respect to the small unvouchered authority that he has always had in 
the law. This does not expand any unvouchered authority. 

Senator Mansrievp. All right. Now, will you report to this com- 
mittee or will your successor next year tell us how these funds were 
used / 

Mr. Srassen. Yes. 

Senator Mansrretp. Mr. Stassen, are you going to be before this 
committee again 7 

Mr. Strassen. I am af this committee’s disposal at any time. 

Senator Mansrrevp. I want at an appropriate time, Mr. Chairman, 
to discuss with Governor Stassen subsection (b) of section 10 relative 
to the extraordinary powers given to the man who will succeed Gov- 
ernor Stassen as head of this organization in the problem of personnel 
above GS Ss %. 

I think that should be gone into quite thoroughly by this committee 
because I think a dangerous precedent is in the making, and an undue 
amount of power will be granted to your successor, Governor, insofar 
as people who are employed by the agency, and who may be transferred. 

Senator Smrru. Senator, is that section (b) of section 10? 

Senator MaNnsrreLp. That is correct, yes. 

The CHairman. Governor Stassen will be available at any time, 
Senator Mansfield; and I suggest that maybe a more appropriate time 
to go into that would be when we finish the main bulk of the testimony 
and get down to the question of writing up the bill, so to speak, 
considering it item by item. 

Senator MansrieLp. That is satisfactory with me. 
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DISPOSITION OF FUND 


Senator GREEN. Mr. Stassen, of this $700 million which the Presi 


dent has had the power to use in one way or another, how much has 


0) 


e used / 


Mr. Srassen. About $660 million, and I can give you a breakdown 
8) that. 

The Cuairman. That is in this year’s appropriation 

Mr. Srassen. That is this year’s appropriation, yes. 

You will recall that that was the fund which was to be used in t!] 


urea that included Thailand, Indochina, Indonesia, the Philippines, 


Formosa, Japan, and Korea. 
The developments have been such that we have used in Indochi 
little bit more than one-half of the total. By using, | mean 
Senator GREEN. $350 million / 
Mr. Srassen. That is right. These are classified figures, so I will 


give them in the record precise, and they should not be released 
this specific form. 


( Discussion off the record. ) 
Mr. Strassen. Then there have been a few smaller items, including 
the fact that the damages to the, what was it, the Fortunate Dragon, 


the Japanese ship that got hit by the fallout, and the repercussions 
of that, the settlement of those claims in Japan, was determined to be 


the security interests of the United States, and $2 million of these 
funds went to clear up that case and that situation. 
Then, under the action of Congress, we funded out of this fund ¢] 


86.5 million for the United Nations technical assistance appropriation. 


You will recall this committee had authorized, and Congress had 
uithorized that the Appropriations Committee had not appropr iaLec| 

ie full amount, so here a month ago when they appropriated it, they 
Oa in the appropriation that it should be funded out of this 
S700 million fund, and we have executed that decision of the Congress. 

I think there is another small item or two here—yes—the food 
packages that went into this particular area of the world cost a 
million and a half dollars, and the Far East special program and the 
expanded information program in the area went to | deleted | so the 
total of these allocations is $636,976,613 as of this date, leaving then— 
outside of the military, that is, and then you have to add the $56 
million military, so it comes up to—we are up then to $692 million 
at the present time. That is the way the fund— 

Senator SmirnH. Out of the $700 million / 

Senator Green. Are those all grants? 

Mr. Strassen. I believe every one of these was a grant. 

There has been a small amount of the Formosa program which 
has been put on loan, but we did not distinguish between whether 
it came out of this fund or the other part of the Formosa fund, but 

e did put to Formosa what amounted to $20 million for Formosa. 

Deleted. | 


APPLICATION OF LAW 


Senator Green. What limitations do you recognize were put upon 
the President's authority ? 





248 MUTUAL SECURITY ACT OF 1955 


Mr. Srassen. The limitations that he must determine that the use 
of the funds will serve the security interests of the United States in 
this very specific way. Section 121 says: 


The President may waive specific provisions to the extent he may deem 
necessary in the national interest to carry out the purposes of this act— 
and “this act” being the mutual security law. It gives the purpose to 
advance the security and defense of the United States. 

Senator Green. Apparently he could do anything he chose. 

Mr. Strassen. It had to be in this area, in this sentence. 

Senator Green. This area 

Mr. Strassen. It had to be in these countries, and it had to be for 
the purposes of the Mutual Security Act. 

Senator Green. Well, almost anything could be defined as coming 
within that; could it not? 

Mr. Strassen. I would think not. Of course, I should also emphasize 
that in each of these determinations there have been consultations 
with usually the chairmen of the appropriations and the authorizing 
committees prior to determination; and we endeavor to carry out also 
the spirit of the committee reports that have been made by the com 
mittees when they consider the legislation. 

Senator Green. I am not complaining that it has not been done, 
but I want to know what your construction of the law is—whether it 
could not be done under your construction of the law. 

Mr. Srassen. I would think if the President has used his discretion, 
then obviously what would happen would be that Congress would 

‘strict his authority the next time. 

But I believe, by giving the President rather broad authority you 
have made more effective the tools by which the security of the United 
States is safeguarded. 

Senator Green. The argument is made for almost every bill that 
comes before Congress that it is for the security of the United States, 
directly or indirectly. 

We have got to secure our economy ; we have got to secure our social 
and political system. It is all for the sec urity of the United States, 
and you can do practically anything. Would it be advisable to limit 
it somewhat ? 

Mr. Srassen. I believe that the course of these recent years would 
indicate that the funds that have been used under the flexible power 
were some of the best used funds. 

By that I mean they are the funds in which, on the one hand, 
urgent necessities were met promptly. On the other hand, oppor- 
tunities for expansion of a favorable development have occurred. 

[f it had not been for this kind of emergency power, I do not 
believe that Iran would be as stable and settled today. It was this 
kind of power under which $45 million within 1 weekend was made 
available when that country changed its government. It was bank 
rupt and there were chaotic conditions. 

Mr. Paul, who was then Near East Director, happened to be in 
Cairo, Egypt, and I had him fly to Teheran immediately. He con 
ferred with the new government in this very shaky picture, with 
our mission, with our Ambassador. They looked over the situation, 
and when you have no confidence in the curreney, and goods are dis 
appearing from the shelves, you can have more rioting and bad sit 
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uations. I talked with the Secretary of State, the Secretary of 
Defense, the Director of the Budget. 

We got a recommendation to the President, and within a very few 
days an emergency $45 million was made available. Ten million of 
it was put behind the Iranian money, which was floating in thin air, 
with a bankrupt treasury behind it. Commodities were diverted to 
be unloaded in the ports of Iran, and gradually confidence and 
stability came back, and then out of it came negotiations. 

So it is this kind of power that can be moved very quickly. It is 
in the cold war something like the military commander’s authority 
up on the front line to redispose of his troops, and as I say, if your 
military commander in a hot war does not use correctly his power 
to redispose his troops, you change the commander. 

Senator Green. I can understand the argument, and I am not 
claiming that anything has been done that should not have been done. 

Mr. Srassen. Thank you. 

Senator Green. But it seems to me the same argument would be 
involved, so there would be no limitations whatsoever. 

Mr. Srassen. No. 1 would not agree to that. I think Congress 
should set whatever rules they wish to prescribe. 

Senator Green. That is very true, Congress can do that. But 
you have given your idea of the limitations under this bill, and now 
you can use these illustrations to say how desirable it is that the Presi- 
dent have absolute power of disposition of the funds, anything he 

saw fit to be directly or indirectly for the security of this nation. You 
might say that is a limitation. 

Mr. Srassen. I believe, Senator, that the law which the Congress 
nas written, and which really has developed stage by stage since the 
first European arms aid program, does have the necessary rules to 
prescribe the President’s action and to hold him accountable for it, 
co I believe that it has operated well under the preceding administra- 
tion and under this administration, and that it is the kind of authority 
that a parliamentary body can wisely give to its executive branch in 
these matters. 


AGRICULTURAL SURPLUS COMMODITIES 


Senator Arken. Is the authority given in last year’s bill to use 
up to $350 million worth of agricultural surplus commodities to 
further mutual security programs a continuing authority? I see no 

eference to it in this bill. Maybe it is here, but I have not found 
it yet. 

Mr. Srassen. The authority last year required; and we have it in 
again. With the changing nature of the program, we cannot use 
most of it, but we have been able to include again the use of agricul- 
tural products. 

Senator Aiken. What products did you find the most useful— 

Mr. Strassen. Wheat, cotton, certain fats and oils, course grains 
and smaller amounts of fruits and dairy products. 

Senator Arken. And this $200 million fund, Governor, about how 
much of that do you expect to be used as loans? 

Mr. Srassen. Over half of the $200 million will be the long-term 
loans, and the loans are worked out in accordance with policies set 
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by the National Advisory Committee on Monetary Policy which 
aired by the Treasury. 

We submitted to this council during this past year proposals as 
to how the loans should be handled. 

They suggested certain modifications in it, and we worked it out, 

nd then we got an ae policy. So these loans that we are making 
are up to 40 years in length, are at 3 percent interest if they are to 
be re paid in cd lars, at 4 percent interest if they are to be repaid it 

al currency; and the first payment begins the fourth year. 

In other words. we vive them a 3- year grace period Lo begin pay- 
ments, and that is the way we are working out these loans. 

Senator ArkeN. Do you think you may use close to the $600 million 
amount in surplus agricultural commodities ¢ 

Mr. Srassen. For the 2 years; that is a 2-year cumulative figure 
you are quoting, covering fiscal 1955 and fiscal 1956. 

Senator Aiken. This $350 million, was that 1 year? 

Mr. Srassen. That was 1 year, and we have now used, out of this 
year’s appropriation, $380,700,000 for agricultural surplus products; 
and that divides between bread grains $101 million, cotton $199 mil- 
lion, fats and oils $23 million, meat $1.4 million, coarse grains $24 
million, fruit $15 milhon, other $7.6 million, and the ocean freight 
$9.8 million. 

Senator ArkEN. Why do you anticipate reduced requirements in this 
espect ¢ 

Mr. Srassen. Because we are through with the aid program in 
Europe, and it is a little easier to use agricultural products in an ad- 
vanced place like Europe than it is in countries of Asia and the Near 
East. 

Senator ArkeN. You expect these European countries, then, will 
be better able to purchase their cotton and wheat? 

Mr. Srassen. Buy it on their own. They now have the foreign 
exchange to do it with and, as the aid program shifts to the less devel- 
oped areas of the world, they cannot use as much agricultural prod- 
ucts. But Iam sure my successor will follow the same policy of using 
the maximum that we can, and we have gone at least $30 million over 
the amount put on us this year. 

Senator Aiken. Did you find yourself coming in conflict with Pub- 
lic Law 480 in any way ¢ 

Mr. Strassen. Not in conflict with. We sat in on the 480 committee. 

Senator ArkeN. You cooperated with it? 

Mr. Srassen. One of the FOA men sat in with it, so it was fitted 
together and did not come in conflict. 

Senator A1rken. Of course, they have rather strict criteria to oper- 
ate under, which you are not impeded by, you might say. 

Mr. Srassen. There are different conditions. 

Senator A1rken. They have to use commodities except for $300 mil- 
lion, I believe; they have to dispose of the commodities over and above 
the regular market. 

Mr. Strassen. That is right: and they sell for local currencies under 
that title 1 of Public Law 480. 
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RICELANDS OF BURMA AND THAILAND 


Senator AIK1 wn. Are the ricelands of Burma and Thailand adaptable 


to the producti on of other crops ¢ 


Mr. SvassEN. Yes, in part. 
For example, there could be an expansion of poultry and meat pro- 


duction if they begin to change their diets. In other words, the first 


A 


para m has bee n to get the pow le enough to eat so the Vy actus ally would 
tt be below subsistence levels, and then to gradually improve their 
ets with more fruits, more meats, — things of that kind. 

Senator AIKEN. Yes. That is the reason why I asked the question. 
Because if, as you near the objective, “lear will want to eat less rice 
ind more of other caummndidien —— 

Mr. Srassen. There are some very rich lands in Thailand and in 
Burma and in Vietnam, Cochin, China; Cambodia; Ceylon; Indo- 
nesia. In fact, this whole area is very rich soil, and not afflicted by 
the droughts that some other areas are affected by. 

So that in this respect I do not believe that the food outlook is 
as adverse as many experts were saying 3, 4, and 5 years ago. 

Senator Aiken. Their problem right now is surplus rather than 
hortages. 

Mr. Srassen. On some crops. But, of course, that is partly what 
you might call an unreal surplus in that the lack of purchasing power 

i the people is present. 

lhere are many of these people who would like to eat a little more 
rice if they had a little better wages, and a little better earnings; if 
they had some work, and they could do that, and had more money. 
They could buy more rice if they had, and that is part of this whole 
matter of a very low standard of living. 

The movement is beginning, for example, as the workers in an 
Indian village are busy building a firebrick house for the men in 
the village who area little above in their standard of living. The “y get 
some earnings, and they buy more rice to eat; this makes a little 
better market for the fellow r aising the rice. 

[ believe, from my close following of this whole world situation, 
that the momentum of progress—it is very low, it is not a powerful 
momentum—but if you compare it to either a sense of stagnation 
or a retrogression, my sense of this free world picture is that there 
is a momentum of forward development that, properly handled now, 
can have the most extreme historic significance in the course of world 
history. 

Senator Smirn. Governor, did I understand you correctly in your 
summary there of the allocation of the $700 million, you said [deleted ] 
for expanded information program, in the total you gave us? 

Mr. Strassen. Yes, [deleted] for what you might call special pro- 
grams, 

Senator Smiru. Why did that come under that fund rather than 
USIA? 

Mr. Srassen. Because, as you move to these special problems that 
arose in Vietnam and in this whole southeast Asia area, you had a 
problem of getting information to the people, otherwise the physical 
Shine you did with arms and food, and so forth, would be lost by the 
lack of understanding, and these special programs did not fit within 

62426—55 
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USLA budget, so it was a part of endeavoring to win the battle 
for southeast Asia with these expanded special programs we put in. 
In some instances, I believe it is actually a matter of getting litera 
ture printed in the local languages and dialects that did not exist 
before. And when a people come out of a colonial status, and you 
are trying to establish a free democratic stable government, you find 
that you must not only prevent their money from becoming wildly 
inflated and their goods to disap pear so that they cannot survive, but 
you must also get them some information and get it quickly. 


TERM OF FUND 


The CHamman. Governor Stassen, did I understand that $700 
million carried in last year’s bill covered 2 years ? 

Mr. Srassen. No; it covered 1 year, Mr. Chairman. 

The Cuarrman. And this $350 million, plus the 10 percent shift- 
ability that you pointed out is for 1 year? 

Mr. Strassen. That is right. So there is less total flexible power 
requested by the President in this new bil! than there was in the old bill. 

The CrHarrman. Yes, sir. 

Mr. Strassen. May I clarify my answer to the chairman’s question 
this way: 

The $350 million may turn out to be for more than 1 year because 
this Asian regional fund is requested on a no-year basis so that when 
we are moving on anything as complex as this, it may move slowly. 
We are requesting that Congress make the $200 million available in 
such a way that if the fiscal year ends before it is worked out, the 
President’s authority would not end, so it might turn out that the 
$200 million part is authority for more than a l-year period. 


FOA MISSION APPOINTMENT IN SPAIN 


Senator Mansrretp. Who appoints the heads of the FOA missions 
in the varicus countries ? 

Mr. Srassen. At the present time, the Director of FOA appoints 
them, with the approval of the Department of State or the concurrence 
of the Department of State. 

In other words, I never appoint a mission director unless I clear 
him with the State Department. 

Senator Mansrieip. The reason I bring up the question, Governor, 
is this: 

I read in the papers a few weeks ago a story to the effect that a 
new FOA head was to be appointed for Spain, and that he was taking 
the job at the specific request of Ambassador Lodge, who had just 
gotten on the scene. Could you tell us something ‘about that? 

Mr. Srassen. Yes. I believe you read a story about a deputy 
director. 

Senator Mansrretp. A New York theatrical man. 

Mr. Srassen. Mr. Aldrich; yes. 

He is appointed as a deputy director. 

I think the story you read indicated his own lifetime friendship 
since his college-classmate position with the Ambassador to Spain. 


Our director of our mission in Spain is Mr. Rubottom, who is a 
career Foreign Service officer. 
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Senator Mansrreip. He was not taking Rubottom’s plac 

Mr. Strassen. Not taking Rubottom’s place. 

The sequence was, first, he served as deputy, and then I promoted 
him to be a director when a vacancy occurred, and then I made a new 
appointment as deputy, who was Mr. Poe Aldrich, who does 
happen to be a very successful playwright, but also has wartime execu 
-~ and business experience, a i oeadne of the language and, | 
believe, will prove to be a very able man, as deputy director. 

Senator MAnsFretp. You figured then, Governor, that he had qual 
fications outside the field of the theater that would qualify him for 
this job? 

Mr. Strassen. Definitely. I would not have appointed him other- 
wise, 

I might say the fact that any individual might ask for a classmate 
has never been a sufficient ground for me to appoint anybody to 
anything. 

Senator Mansrievp. I wanted to get that straight in my mind be- 
cause, as I recall the story, Mr. Rubottom is due for a transfer shortly ; 
is that correct ¢ 

Mr. Srassen. Not that I know of. 

Senator Mansrrev_p. That is all, Mr. Chairman. 

Mr. Srassen. Thank you, Mr. Chairman; and [ will return at any 
time that you wish. 

The Coarrman. Yes,sir. You say, of course, there can be no break- 
down of the $200 million _ the reasons that you | 

Mr. Strassen. That is right, Mr. Chairman. 

The Cuareman. All aoa 

Mr. Allen, we are ready for you now on your afternoon’s statement. 


; 


lave explained ¢ 


STATEMENT OF HON. GEORGE V. ALLEN 


Mr. Atuten. Mr. Chairman, we are to consider this afternoon the 
remaining area of the world with which I am concerned; and having 
discussed South Asia this morning, we were to consider the Near Kast 
and Africa and the northern tier states of Greece, Turkey, and Iran. 

I have a prepared statement on this subject, which I would welcome 
your perm ission to introduce into the record. 

The Cuairman. You may put it in the record, and just speak to us 
informally. 

Mr. ALLEN. Yes, sir. 

(The prepared statement of Mr. Allen is as follows:) 


STATEMENT OF Hon. GEorRGE V. ALLEN, ASSISTANT SECRETARY OF STATE FOR NEAR 
EASTERN, SouTH ASIAN, AND AFRICAN AFFAIRS 


Mr. Chairman and members of the committee, I hav> previously discussed the 
problems of South Asia and the relationship of the mutual-security program to 
that area. Now, I would like to testify in a similar way on the Near East and 
Africa. 

The particular countries with which I will deal are the Arab States, Israel, 
Greece, Turkey, Iran, and Africa except Algeria and the Union of South Africa 
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ARAB STATES AND ISRAEL 


I would like to speak first about that portion of the Near East comprising 
the Arab States and Israel. This area is important to the United States because 
of its location at the intersection of three continents, its large share of the world’s 
petroleum resources, and a variety of traditional ties which started more than 
a hundred years ago with American missionaries and educators. Most of these 

tates have achieved their full political independence in the last 10 years and 
have e embe irked on social and economic devel pment programs which are receiv- 
ing increasing attention in their national budgets, government organization, and 
professe .d objectives. They are opposed to colonialism and many of them demon- 
strated at the Bandung Conference that they are particularly opposed to Soviet 
imperialism. At the same time their cooperation with the West depends to a 
considerable extent on the degree and manner in which we cooperate with them. 

As is well known to the committee, the area is permeated with deep-rooted 
tensions stemming from the Arab-Israel conflict. The situation of the 880,000 
Palestine refugees is an extreme reflection of the poverty, underemployment, 
underdeveloped resources, and restlessness which characterize most of the area. 

Because of these tensions and in an effort to improve hopes for economic and 
political stability, the United States inaugurated technical assistance and eco- 
nomic aid on a Government basis in the area 5 years ago. The economic aid went 
first for relief and resettlement of the Palestine refugees, and next for Israel. 
The two major refugee projects on which concerted efforts are now being made 
are the unified development of the Jordan Valley, involving Israel, Jordan, 
Lebanon, and Syria, and the irrigation and development of a part of the Sinai 
Peninsula. These projects successfully brought to completion should make a 
tremendous impact on the problem. Economic aid cannot be limited to Israel 
and the Palestine refugees, however. It would be difficult for any local Arab 
government lacking major financial resources to survive if assistance went only 
to refugees and not to the established population. In consequence, the United 
States has in the past 12 months initiated economic aid programs in three Arab 
States—Lebanon, Jordan, and Egypt. 





































TECH NICAL-ASSISTANCE PROGRAM 
























Generally speaking, the technical assistance programs in Israel and the five 
Arab States where they are established are going well and we should like to con- 
tinue them at about their present level. In the field of economic aid we are able 
to reduce our request for funds for Israel for the third consecutive year in view 
of several factors including a marked reduction in immigration as compared to 
the early years of the state, greatly increased exports and new sources of non- 
governmental outside revenues among which are German reparations. In some 
Arab States aid funds over and above technical assistance do not appear to be 
needed or desired, but in others, where capital is lacking, where political prob- 
lems are being resolved and sound capital projects planned, it is believed essential 
and mutually beneficial to support development programs such as those in Egypt, 
which has settled its Suez base problem with the United Kingdom, and in Lebanon 
and Jordan which we expect will cooperate in Jordan Valley development. 

To cut off any of these projects just as their results are beginning to have 
measurable effects would, I feel, retard the pace of development to such an extent 
as to impair the chances of moving toward stability which is so all important 
in this area. 

TURKEY 


Next, I would like to turn to the northern part of the Near Bast, consisting 
Greece, Turkey, and Iran. It represents an important and strategic area of 
developing strength. Greece and Turkey are allied with us in NATO; they are 
associated with Yugoslavia in the Balkan alliance; and Turkey is associated with 
Iraq and Pakistan in the developing middle eastern “northern tier” of defense 
against aggression. 

\id to Turkey is used in part to finance the foreign exchange cost of certain 
inilitary supplies, such as jet fuel that must be obtained abroad. In larger part 
it is used to finance the machinery and equipment required to bring Turkey out 
of its backward past and build a strong economic base under the nation. More 
specifically, it is used for trucks, agricultural equipment and spare parts, for 
machinery needed in new factories, for roadmaking and railway equipment and 
to some extent for vital industrial raw materials. The counterpart of United 
States aid goes to help the Turks meet the cost of their vital defense forces. 
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In recent years Turkey has definitely become Western in its political orienta- 
tion and in many of its ideas. Our aid supports a determined effort by the Turks 
to build up the strength of their country. Resources considered, Turkey main- 
tains a very large military establishment. You are acquainted with the impor- 
tant position Turkey occupies in the defense of the vital middle eastern region. 
Turkey also has one of the largest of the NATO armies and occupies the strategic 
eastern flank of the NATO group. 

If Turkey is to continue as a strong member of NATO and is to meet an 
increasing part of the cost of its armed forces, this economic development is a 
necessity. Furthermore, if Turkey is to be a member of the Western commu- 
nity, its national production must increase so that its people may have a standard 
of living that at least begins to approach that of the West. The results from 
aid extended to Turkey in earlier years are dramatic, both in the expansion of 
the nation’s economic life and in the spirit of progress that has taken hold of the 
Turks. soth should be furthered by use of this year’s aid. The Turks are 
eager to use available resources for defense and development and we anticipate 

mtinued growth of their economy and of the strength of their armed forces. 


GREECE 


The defense support aid requested for Greece is in recognition of heavy defense 
expenditures by a NATO ally of limited resources in a highly strategic area. 
Greece has utilized aid of earlier years effectively, it has refuted pessimistic 
opinion that the country was an economic impossibility, and has enjoyed a 
remarkable growth of receipts from exports, tourism, remittances, and shipping 
earnings. 

Heavy defense expenditures on behalf of the free world alliance and the cost 
of reconstruction following three disastrous earthquakes in the past 2 years have 
placed a heavy load on the Greek budget. While counterpart of United States 
aid is used toward meeting these problems, they remain a heavy burden on an 
underdeveloped country with limited resources. The Greek Government desires 
to maintain Greek military strength despite popular pressure to reduce expendi- 

es on the armed forces in order to provide funds for earthquake reconstruction 
nd for development. It is to our national interest to assist Greece in this. 


IY 


IRAN 


In Tran we wish to prevent instability from providing the opportunity for e) 
pansion of influence hostile to free world interests, and we further wish to 
assist in developing Iran’s defensive capabilities. 

Remarkable progress has been made in Iran from the situation obtaining just 
before our economic aid was introduced in fiscal year 1954, when uncontrolled 
mobs roamed the urban centers, prices were skyrocketing, and the situation was 
ripe for subversion or aggression. Order has now been restored and there is 
a stable Government. Steps have been taken to curb the sharp rise in prices 
including a consumer goods import program. An oil settlement has been ac- 
complished by an agreement with an international group of oil companies which 
is scheduled to bring Iran’s oil production to its prenationalization peak by the 
end of 1957. 

In spite of the progress in Iran, certain problems remain. Oil production, 
which is scheduled on an ascending scale, will not fill the gap between ordinary 
budget requirements and income this year. Although, largely with United States 
assistance, steps have been taken to curb inflation, prices have not yet leveled 
off. Iran’s long-term development program, halted by the cessation of oil produc- 
tion, must be revitalized. The Government’s military budget is to be substantially 
increased this year in line with the country’s desire to improve its defensive 
capabilities. All these factors will bring pressure to bear on prices. Moreover, 
there is a severe lack of administration and technical skills requiring the con- 
tinuance of our highly successful technical assistance program, although we are 
able considerably to reduce the scale. 

The program for Iran, which is fully described elsewhere, is composed func- 
tionally of three types of aid. First, a technical assistance program to provide 
the basis for long-term improvement in such fields as education, agriculture, 
health, industry, and public administration. Segments of this program have al- 
ready been turned over to the Iranian Government. Proposed United States aid 
in this field has accordingly been reduced. 
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Secondly, some assistance to Iran's civilian economy has been requested in 
order to permit the planned expansion of Lran’s military budget this year with- 
out aggravating price increases. Any aid to the civilian economy is planned to be 
on a loan basis, repayable, with interest, in dollars. Unless some unforeseen 

saster occurs, it is expected that any aid provided Iran's civilian economy after 
this year will be limited to that provided by existing institutions such as the Ex- 
port-Import Bank and the IBRD 

Last, the bulk of United States funds is requested for a program designed to 
increase Iran’s defensive capabilities. 















AFRICA 









Finally, I wish to make a few remarks regarding Africa. This continent is im- 
portant to the United States because of its location, its large population of tradi- 
tionally friendly peoples and its extensive mineral and other resources. It is a 
continent of peoples in widely varying stages of social, economic, and political de- 
velopment. Basically, the problems of Africa are much the same as in other un- 
derdeveloped areas: illiteracy, poor health conditions, subsistence agriculture, low 
living standards, and a shortage of public services and facilities. 

lor fiscal year 1956 we are asking for the continuation of the technical co- 
operation programs in the independent countries of Ethiopia, Liberia, and Libya, 
and in the dependent territories of the Metropolitan Powers. In the three in- 
dependent countries the programs are of relatively broad scope and contribute 
demonstrably in helping the governments to improve and expand their services 
and facilities in the basic fields of public education ; vocational training; agricul- 
tural research, development, and extension work ; public health; and transporta- 
tion and communications. In the dependent territories our assistance has to con- 
form with the needs of the Metropolitan Governments which are mainly for spe- 
cialized knowledge and services to fill the gaps in their own technical staffs in the 
territories. In assisting these governments to build up their basic services and 
facilities we are helping to provide the best foundation for the sound and orderly 
progress of the African peoples and for attracting the private capital and enter- 
prise needed for the development of Africa’s resources. 


Mr. Atren. Mr. Chairman, all of the general considerations which 
pertain to the area that we discussed this morning are also applicable 
to the Near East and Africa and the northern states of this area. 
























SITUATION IN IRAN 





Proceeding geographically from the area we have just discussed, 
[ would like to spend a few minutes on [ran. Governor Stassen 
mentioned the emergency action which lrad to be taken during the 
current fiscal year on Tran. 

You may ask why we are asking for additional funds for another 
year for Iran when a petroleum agreement has been made which will 
bring considerable resources to the Government of Iran, which it has 
not enjoyed for the last several years. 

The answer is that petroleum production in Iran has not yet by any 
means achieved its ty vious status. The situation tenet ated so 

rapidly in Iran under the Mossadegh regime that it came about as 
near to bankruptcy as any country that I know of; so are are certain 
projects we very earnestly urge be carried forward during this coming 
year. 

The technical cooperation program for Iran seems large. We are 
asking the Congress for $13.5 million for that project. But that is a 
reduction from $23.5 million for the current year. 

It has been extremely successful, consider ing the chaotic condition of 
Iran 2 years ago. 

One thing, Mr. Chairman, is happening in Iran today that has 
happened in many underdeveloped areas adie the last 10 years 




































iid which has happened more prominently, perhaps, in India than 
mnywhere e ‘Ise. It is the sudden demand of the rural gees’ of 
nese areas, of people who for gene ‘rations have lived in mis er; ul le 
rcumstances, for better living conditions, for drinkable water and 
edical care, om better roads out to the highway, and so forth, when 
they did not care in the past whether they had any roads or not. 
This is a tre acne movement that is going forward. I was very 
much interested in the discussion earlier this morning of the Jimmy 
Yen type of projects inthe Philippines. We also have had many types 
of community development projects in the Middle East. 

Some of them have in the last 50 years seemed almost hopeless to 
the people who have been carry ing them forward in an effort to get 

e local people interested. 

I often think of the phrase—I have forgotten just now who I am 
juoting—that “the most powerful force on earth is a great idea which 
ieets its time. 

Now, this technical assistance work seems to me to have that strength 
n that it is meeting its time today. 

Many people have been working on community development proj- 
ects in India and in Iran. The Near East Foundation is an example. 
They found hard sledding for quite a while. Bul suddenly the idea 
has caught on. Some kind of a wind seems to be swee ping through 
the world that has brought to the rural popul: itions of these areas the 
concept that they do not have to live in the same w: ay that their 
fathers and their grandfathers lived in all these generations, and that 
they can improve their situation. 

They now know they do not have to live in the filth, the mud, the 
flies, the trachoma and the malaria that they always had in the past. 

We could have a long discussion of why that has happened, but it 
certainly has happened, and it is a fact that we have got to reckon 
with and, I think, rejoice in, although it has its potential dangers, 
because people are inclined, when they get in that emotional state, t« 
want too great a progress—immediately and overnight. 

But it certainly shows that there isa fertile field for us to work with, 
and Iran is one country in which that great movement has happened. 


MILITARY ASPECTS IN IRAN 





[ am not supposed to cover the military aspects of these questions, 
but I do want to say that I believe as strong a’case can be made for 
strengthening Iran, both militarily and economically, as any country 
with which I am concerned, because Iran is in a focal spot, south of 
the Soviet Union, yet close enough to Europe so that Soviet lines of 
communication can get there. 

Now, I do not have any idea, that no matter how much economic 
assistance we put into Iran, or technical assistance or military assist- 
ance that we will ever make Iran strong enough to withstand the full 
force of the Soviet Army if the Soviets ever tried to go through it. It 
is just not in the cards; it cannot be done. 

At the same time, I remind you that during the last war the Ger- 
mans came through Eastern Europe and right down to the borders of 
Turkey. They stopped at Turkey. 

The Germans could have gone right on through to the Suez Canal. 
They did not stop because they wanted to, but they had so many com- 
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mitments elsewhere that every time the German General Staff started 
to calculate, “Shall we attack Turkey or not?” they said, “No, it will 
take too many divisions. We just have not got the logistics and the 
divisions to spare. It will have to wait a while.” 

So the strength of Turkey, which was much less than it is today, 
was nevertheless e nough to maintain a barrier so that the whole Middle 
East did not fall. 

Now, to the extent that we can strengthen Iran, which is almost a 
plug in the bottleneck, we will discourage aggression there. 

If war breaks out, there are going to be a lot of fronts. I do not 
picture that Iran will probably be the major front. 

What we want is to have it strong enough so that it discourages 
attack and the more discouraging it can be, the better, of course. 


ARAB-ISRAELI PROBLEM 


I ought to speak now about the problem one hears more about in the 
United States than any other in the area—the Arab-Israel question. 

We are in very serious negotiations at the present moment, making 
every possible effort to bring about what will, I believe, be a r ather 
startling improvement in that bitter and tragic situation. I refer to 
the development of the waters of the Jordan River so that they can be 
utilized for the benefit of both Israel and her Arab neighbors. 

I feel very strongly that it is in the best interests of Israel itself to 
develop cooperative activities with her Arab neighbors. 

Israel has got to live in that area, surrounded by Arab States, for a 
long time; and I support as wholeheartedly as I can the efforts of 
Eric Johnston to achieve the use of the Jordan River for the long-range 
political, as well as economic, benefit of Israel and her neighbors. 

vet e have in the appropriation this year a fund of $65 million listed 

‘are for refugees, that is to say, Arab refugees who previously lived 
in teed 1, and who are now either in camps or living as best they can 
from one place to another. 

A part of the Jordan River Development scheme that we are work- 
ing so hard on would be to resettle approximately 200,000 of them. 

Now, that is not nearly as many of those refugees as I wish it could 
be, but it will be by far the greatest start that hi as been made, and I 
think if the principle of the resettlement of refugees can be established, 
"7 may he it broken the log jam on that question. 

will touch very br iefly on Turkey. I do not believe there will be 
muc 4 question about the advisability of maintaining that great strong 
point in the eastern Mediterranean that has proved so useful up to the 
present against the threats of aggression, and I am confident will con- 
tinue to be the anchor of strength j in that area. 





PROGRAM FOR GREECE 


Greece is a stalwart, stout and constant friend of ours which deserves 
our continued help. We are very proud of the manner in which the 
Greeks have cooperated during the past year, and earlier, in putting 
its own economic house in order. 

We can feel well recompensed for the amount of supplies and assist- 
ance we have put there. 

The Cuarrman. What is recommended in this year’s bill for Greece ? 
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Mr. Seacer. $15 million in defense support, $1.5 million in technical 
cooperation, Mr. Chairman. 

The CuamrMan. Defense support and technical cooperation. 

Senator GREEN. What was it last year? 

Mr. Paut. A total of $26.2 million, Senator. 

Plus $0.4 million for technical exchange assistance. 

The CHarrMAN. $26.6 million. 

Mr. Paut. And this year the total is $15 million for defense sup- 
port plus the proposed million and a half dollars for technical co- 
oper: ation, making a total of $16.5 million. 

Senator GreEN. Is not the total as necessary this year as last? 

Mr. Seacer. The situation in Greece at the present time is an un- 
happy one on account of the earthquake disaster, and the Greeks are 
pressing for additional aid. 

It was felt the Greek economy was moving along pretty well until 
this earthquake struck, but it does give rise to some speculation now as 
to whether additional support for Greece might not be necessary 
over and above the figures submitted to you at this time. 

Senator Green. The only real change between the condition now 
and last year is the great losses because of the earthquakes; is that 

right? 

Mr. Sracer. That would not be true, Senator. They have ordered 
their fiances extremely well, and have been moving forward at a 
reasonably good pace in the years since our aid totals were in astro- 
nomical figures. 

Aid totals have been reduced progressively year by year, commensu- 
rate with the progress the Greeks have made. 

It is only within the last month or so, as you know, that this disaster 
has struck them. 

Senator Aiken. Mr. Chairman, the figures they give us on Greece 
evidently do not include any carryover, do they? You say $26 mil- 
lion last year, $15 million this year. 

Mr. ALLEN. $15 million would be new money in addition to what is 
in the pipeline. 

Senator Arken. The carryover is about gone, is it not? 

Mr. Sracer. The pipeline will be down to less than $20 million by 
the 30th of June. 

Senator ArkEN. That would include this $15 million, would it not? 

Mr. Pau. No, sir. The pipeline, as of a year ago, was up in the 
range of $40 million to $50 million. They were funds that had been 
obligated but not yet expended. 

That pipeline will probably be reduced by the end of this fiscal year 
to less than $20 million. 

Senator AITKEN. It will not be down to $6 million or $7 million, 
then ? 

Mr. Pauw. I do not believe so, sir. 

Senator ArkEeNn. Did they suffer a $50 million loss in the earthquake? 

Mr. Seager. I would hardly think the figure would be as high as 
that, Senator; no, by no means. 

Senator Arken. That is all. 

The Cuarrman. All right, Mr. Secretary, you may proceed. 
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\ID REQUESTS FOR AFRICA 


Mr. ALLEN. We are asking for a small amount of aid in Libya, in 
Africa. As you ata we have a military airbase program in Libya, 

ch is working very well. 

Our relations with the Lib vans are extreme ly vood, and we feel 
that that will be a very fruitful field in which to look forward, to an 
expanded operation in the country. [ Deleted. | 
We have a small program also outlined for E ithiopia of $3.4 million 
in technical cooperation; and in Liberia $1.8 million. 

That covers roughly the area with which we are concerned. 

Senator Arken. Iraq? 

Mr. Auuen. For Iraq there is a provision for $2.3 million for 
technical ec operation. 

( Discussion off the record. ) 


CRITICISMS OF ARAB-ISRAELI AID 


Senator Smiru. Secretary Allen, you referred to the refugee pro- 
gram of $65 million. [I am very mue ‘h interested in that. I saw some 

of the hardships of those re ‘fugees, and I believe that is one of the 
real sore spots 1n the whole Israeli-Arab situation. 

Do you look upon that $65 million for those refugees as a joint 
Arab-Israeli relief project, to ease the tension between both of ‘th em ¢ 

Mr. Auien. I do essentially, yes, sir; because the chief cause for 
the maintenance of tension between Israel and the Arab States is the 
continued existence of the refugees in their present situation. Every- 
thing is now on dead center. No real progress has been made toward 
rehabilitating those people, or putting them in situations where they 

‘an have renewed hope and livelihood—something to do except to sit 
- their places and have time on their hands to be understandably 
angry at the world. 

So I think it is in the joint interests of Israel and the Arab States 
to make this effort to rehabilitate those refugees. 

Senator Smiru. I ask that question because I have been asked why 
ve give Israel $2 million for technical assistance, and the Arab group, 
Egypt, Iraq, Jordan, and Lebanon, $11.3 million for technical co- 
operation. 

We look upon Israel as one of the group of states there that needs 
echnical aid. We give them each about the same thing, and we give 
Kgvpt a little bit more than the rest of them. 

The criticism I get from people in my State is that we are cutting 
right down on Israel, giving a scant $2 million this year for technical 
assistance, and giving the Arab group nearly $12 million for technical 
assistance. 

Mr. Seacer. If I may say as to that, Senator, the total of aid to 
Israel over the past few years has been very high indeed, as you know. 

Senator Smirn. I am aware of that. 

Mr. Seacer. And has given rise to a good deal of criticism on the 
side of the Arab States with respect to the unbalance as between 
ihe amount of aid that has been extended to the Arab states in the 
past and to Israel. 

So far as technical cooperation is concerned in Israel, the figure for 
Israel on the technical cooperation side has never been high. 
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L think it has never been higher than the amount shown in this 
table; and if so, by a very small sum; and that is about the amount 
of absorbability with regard to technical assistance that Israel needs 
at this time from us. 

Her need has been on the commodity import and equ ipment side 
primarily, which is where the heaviest emphasis has been placed in 
the past. 

I would say that the Government of Israel] 

Senator SmirH. What did we give them last year’ 

Mr. Seacer. $40 million, sir. 

Senator Smirxa. And the Arab group, how much last year, about 
the same ¢ 

Mr. Sracer. No; the Arab group was well in excess of that last year. 
There was $40 million to Egypt alone last year. 

Mr. Paut. Approximately $54 million, Senator, for the Arab States, 
neluding $40 million for Egypt for development assistance; and they 
all had, the individual states had, roughly the same amount of tee -h- 
nie al assistance, except for Egypt, which had a slightly larger amount 
because it is a much larger country, with a population of some 15 times 
the amount of Israel and the other countries. 

Senator SmirnH. Does Israel this year in technical cooperation get 
$2 million, and no more? 

Mr. Pavu. No, su 

Mr. Seacer. No, sir. 

There is submitted a figure of $73 million in development assistance 
for the group of states, which also includes Israel, which is not spe- 
cifically allocated as of this time as no allocations in any definite 
amounts have yet been finally set. 

| Deleted. | 

Senator Arken. If that is broken down, why don’t you specify it 
here ? 

The CHatrman. Mr. Seager, do you have something to say to us? 

Mr. Seager. Mr. Chairman, I have a paper here which I can leave 
with the committee. I think the Secretary has very adequately cov- 
ered many of the countries in my area 


PROGRAM FOR TURKEY 


L might speak briefly on the problem of Turkey, where our request 
for that country in 195 16, as shown. is $20 million of direct-forces sup- 
port, and $50 million of defense support, for a total of $70 million, 
plus a small technical cooperation figure of $2.5 million. 

Turkey has continued to make gains in military strength, as you 
know, during the past year, and has pressed forward with its develop- 
ment program in the country, and has shown considerable energy as 
in the past with respect to its determination to move forward on the 
economic front. 

Our aid has been extended in a variety of fields, both agricultural 
and industrial, during the past year, but Turkey’s heavy military 
commitments and her determination to press forw: ard with her devel- 
opmental program have caused her somewhat to overreach herself, 
and she finds herself in economic straits at the present time. 

The Turkish economy is, therefore, giving us some cause for 
anxiety. 
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In Iran the problem on the economic side is the fact that there is a 
tremendous backlog of economic developmental projects in the coun- 
try which the population has been waiting eagerly during the dis- 
tressed years to see set in motion, while the civil service and the teach- 
ers of the country have been underpaid for a very long time. 

The resources at the present time in Iran are not adequate to meet 
the rather insistent demand of the population. 

In order to keep Iran in a fairly strong defensive position and, at 

the same time, to do those things for the Iranian people that they had 
to do without during the crisis years, some interim aid is going to be 
needed until the oil revenues reach their peak. 

Senator Smirn. We are not handling this as a loan to Iran to be 
paid back when they receive their oil revenue ? 

Mr. Seacer. Yes. We put some $32 million of our funds last year 
on a loan basis; and I would assume that in the coming year some 
portion of our aid would be on a loan basis. 


OVERPOPULATION IN EGYPT 


In Egypt a problem remains as serious this year as it was last, the 
problem of overpopulation. 

There, I think, an important hope for the future lies in the con- 
struction of the High Aswan Dam, which is a central feature of the 
Egyptian developmental program. 

The Egyptian Government is giving as much attention as it can to 
that particular problem, and seeking ways and means of fulfilling its 
aspirations with respect to t he development of that dam. 

It is an enormous, costly proposition. It will, when completed, add 
2 million acres of arable soil in Egypt, which is very much needed. 

That 2 million acres will represent a further one-third of total 
arable land under cultivation in the country. 

The Egyptian problem is admittedly a difficult one. 

Our program in Africa has been a successful one, mostly programs 
of technical cooperation, as you know. Its central feature is our pro- 
gram in Ethiopia, which was one of the earliest of the technical co- 
operation programs that was launched. That has been highly suc- 
cessful. 

It might set the mark for some considerable thinking that one might 
do with respect to the future of the continent of Africa as a whole, 
where I think we need to give continuing imaginative attention in the 
years to come. 

That is all too brief a posteript to what the Secretary has told you 
this afternoon, and if there are any questions you want to ask about 
the area, I would be glad to answer them. 

The Cuatrrman. Any questions? 

Mr. Paun. Mr. Chairman, would you be willing to have Mr. Seager’s 
prepared statement entered i in the record ? 

The Cuatrman,. Yes, sir; you may put your statement in the record. 

(The prepared statement of Mr. Seager is as follows :) 
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STATEMENT OF CEpDRIC H. SEAGER, Drrecror, OFFICE OF NEAR EAST, 
SouTH ASIA AND AFRICA 


Mr. Chairman and members of the committee, this region covers Greece, Tur- 
key, Iran, Israel, the Arab States, and Africa. It embraces a vast territory and 
includes populations of widely dissimilar customs, cultures and creeds. With few 
exceptions, living standards are at subsistence levels. A common determination 
to improve this level of life obtains. United States objectives during the past 
year have been directed toward increasing the degree of stability in the area, 
toward assisting the nations of the area to cooperate in political, economic and 
security matters, and toward increasing economic, political, and military strength. 

Some gains in 1954 are notable, such as settlement of the Suez Canal dispute, 
the Turkey-Pakistan and Turkey-Iraq mutual-defense agreements, the improve 
ment in Iran following upon settlement of the oil dispute with the United King 
dom, steady economic progress in Iraq, the excellent results that have been ob 
tained through the technical cooperation program in Ethiopia, and others. Bu 
in much of the region political and economic conditions remain unsettled. Heip 
n the maintenance of economic and political stability through the development 
of basic resources is still needed. 

The proposed program for fiscal year 1956 includes assistance for direct forces 
support in some of the countries, for defense support programs in Greece, Tur- 
key and Iran, for development assistance in the Arab States and Israel, for tech- 
nical cooperation for the entire area, and a program of special assistance for 
Palestine refugees. The total sum requested for these programs amounts to $309 
million. 

$102.5 million of this total is proposed for defense support programs in Greece, 
Turkey, and Iran. United States assistance to Greece has proved strikingly suc- 
cessful and the Greek Government continues to display wisdom in the uses to 
which aid funds are put and determination to maintain to the limit of its re 
sources, a position of strength in the free world. It is tragic that their economy 
has been affected by the recent severe Volos earthquake, the second in 2 years in 
that country. 

Turkey, while making gains in military strength, has pressed forward with 
development of basic facilities, production of enargy, expanded rail and highway 
transportation, port construction and agricultural productivity. However, heavy 
military commitments and an economic development program so ambitiously pur 
sued have placed an increasing strain on the economy of that country. The situ- 
ation is rendered all the more serious by the results of a severe drought in 1954, 

United States aid has enabled Turkey to provide budgetary support for its de 
fense activities and has provided tools, equipment, and raw materials for Tur- 
key’s industrial production. Assistance has been given for power development, 
port construction, and improved mining facilities, while technical assistance has 
been rendered in such fields as education, engineering, public administration, and 
public law. The fiscal year 1956 proposed program totals $72.5 million, including 
$20 million for direct forces support, $50 million for defense support and $2.5 
million for technical cooperation, 

Iran’s position has been improved during the past year as a result of settle- 
ment of the oil issue. However, determination to enhance the strength of its 
security forces while fulfilling the expectations of its population for a rising 
standard of living throw heavy strain on the country’s resources, Revenue from 
oil is beginning to accrue but operations will not reach full scale until 1957 and 
the government will not be able to maintain its defense establishment, meet the 
needs of its civil service and continue essential economic growth without interim 
external aid. 

Such importance pertains to the security and stability of the area that includes 
the Arab States and Israel that continued United States guidance and assisance 
in various forms is essential to its welfare as well as to ours. Mr. Allen and Mr. 
Gardiner have described the nature of the most crucial problem that continues to 
bedevil the relations of the States principally concerned. As indicated already, 
a special fund of $65 million is proposed to help implement the agreement, when 
reached, regarding the division, storage and control of the waters of the Jordan 
River. A further sum of $73 million of development assistance is proposed for the 
countries of this area as part of regular mutual-assistance agreements already 
reached and in continuation of development assistance programs already in 
effect. 

Tragic poverty and underdevelopment still prevail throughout the area. Prog- 
ress has been witnessed during the past year ; some of it notable. But the raising 
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' living standards, the development of natural resources, the opening up of new 
é * settlement and improvement of trade relations, the creation of condi 
where private foreign capital investment can be attracted, the control of 
isease, and the spread of education are still tasks that require unremitting 
atvention, 
Israel has pursued unflaggingly in its effort to attain as high a degree of via- 
ity as possible without direct external aid. The goal is not possible of achieve- 
nt under existing conditions. Exports have risen during the past year, the 
rate of inflation has been reduced, production has increased, and agricultural 
output has been raised—but the country’s resources are still far from sufficient 
meet its total needs. 
Iraq has made full use of United States technical assistance to carry forward 
its program of development financed by substantial oil reserves. Lebanon is 
moving forward with its program of development of the resources of the Litani 
River, the engineering blueprint for which was prepared by the United States 
Bureau of Reclamation acting in behalf of FOA. Jordan struggles with its 
refugee problem and has made progress during the past year in economic develop 
ment through aid furnished by the United States and in larger measure by Eng 
and. Substantial development assistance aid was extended to Egypt following 
onclusion of the Suez Canal agreement. It enabled Egypt to increase its source 
of potable water supplies and aid funds have also been channeled into road and 
| transportation facilities. The crucial problem in Egypt remains that of over 
lation. The Egyptian Government is therefore continuing its study of means 
uct the High Aswan Dam, principal objective of Egypt's development 
When completed, it is anticipated that this will bring 2 million addi- 
acres under cultivation, the equivalent of one-third of Egypt’s present 
l cultivable acreage 


AFRICA 


inued and increasing attention needs to be given to the continent of Africa, 
future potential in terms of human and material resources is so vast as 
definition United States aid has been extended to the independent 
untries of Liberia, Libya, Ethiopia, and Egypt, to which last reference has 
ready been made; aid has also been rendered to the dependent African over 
seas territories A program of technical cooperation in Liberia has been in 
active operation for several years and headway has been made in teaching Li- 
berians to utilize most effectively the resources of their country. Technical 
and developmental assistance have been extended to Libya. The development 
assistance grant followed upon conclusion of the Military Base Rights Agree 
ment and will encompass a wide variety of projects designed to facilitate the 
economic development of this young nation. The use made by Ethiopia of United 
States aid has been striking. Agricultural improvement and extension centers 
and an agricultural technical training school supervised by Oklahoma A. and M 
teachers and technicians have achieved unusual success. <A civil-service train- 
ing program has been launched and all ministries of the Government have co- 
operated wholeheartedly in securing improvement of the Public Administration 
Service. A nationwide health program has achieved beneficial results, the de 
velopment of resources is being pursued and help is being given to the Govern 
ment in creating conditions that will attract foreign investment to a country 
that gives promise of having a rich future. 


The Cuarmman. Mr. Secretary, may I ask you about one matter that 
always comes up when we get into the mutual security program. | 
want to ask you with reference to the Moroccan question. 

Mr. Atuen. Yes. 

The Cuarrman. We hear about it, and some issue is raised every 
vear. Are there any new developments there at all ? 

Mr. Auien. Mr. Chairman, I would like to ask your permission to 
file a statement in the record, if I may, on that matter. 

The CuarrmMan. We will be elad to have you do so. 

(The document referred to follows :) 
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THE Moroccan TRADE PROBLEM 


United States treaty relations with Morocco are based on the Treaty of Meknes 


1836) between the United States and the Sultan of Morocco, and the Act of 
\lgeciras (1906) between the Sultan and 12 Western powers, including the 
nited States. The right of the United States to enjoy trade privileges in Morocco 
s based primarily on the provision in the Act of Algeciras, guaranteeing “eco- 
nic liberty without any inequality 
French protectorate over Morocco was established in 1912 and recognized by 
he United States in 1917. France has not questioned the continued validity of 
he principle of economic liberty without any inequality embodied in the Act of 
\lgeciras ; the difficulties which have arisen have concerned the interpretation of 
iS pr nciple. 
Prior to the last war, United States trade and economic relations with Morocco 
all; in 1938, for example, the value of our exports to Morocco was about 
lion. Our current problems with regard to Moroccan trade have resulted 
essentially from measures which the French protectorate authorities have taken 
Morocco during the past several years to cope with 


onomic problems. These measures relate primarily to 


nited States has always insisted that “economic libe without 
‘ vy’ is an indivisible concept. We have therefore consistently object 
nly to import controls which discriminate against the commerce of the I 


+ 


tes or the business of Americans established in Morocco, 
ons on the free flow of American goods to Morocco. The French maintain that 
import and currency controls are necessary to safeguard the Moroccan econom) 
rhe contend that so long as these controls are not discriminatory, they are con 
th Morocean treaty obligations, 
of our difficulties with the Moroccan trade problem arise | 
between the Morocean and French francs. The Moro 
1 to that of France for over 30 years, and the Moroccan 
he same par value and are freely interchangeable. This 
lar difliculty until recent years, when the imposition of e 
mport licenses became a part of modern economic practice 
e combination of the new controls and the link between the two 
ench trade with Morocco acquired, in practice, a preferential position, beca 
y imports from France were exempt from licensing. 
In 1952 the question of United States treaty rights in Morocco was litigated 
efore the International Court of Justice. The decision of that Court, rendered 
n August 27, 1952, was that the import licensing system established by the 
french authorities discriminated against United States trade. Following this 
lecision, the protectorate authorities repealed the system in question and enacted 
new legislation. This legislation retained controls on imports of a few com 
nodities but made them applicable to all countries, including France, and st 
ted that importers could be called on to explain the disposition of their fri 


¢ 


1] 
yul- 


I 
I 
A 


ne 
proceeds, 

The latest problem to arise concerns the recent imposition of quota restr 
m imports of textiles and electrical wiring, designed, according to the French, 
‘or the protection of local industry against imports from all countries. After 
areful study, the Department reached the conclusion that these restrictions con 
travened United States treaty rights as embodied in the Act of Algeciras, and so 

otified the French authorities in a formal note, delivered on April 18, 1955 
hrough the diplomatic agent in Tangier. The Department is consulting with 
other interested powers and studying other measures to deal with the situation. 

In registering its objections to the quota restrictions, the Department made 
t plain to the French thaat our trade problems in connection with Morocco 
should be resolved by due process of law, including negotiations, which the 
French had indicated they might wish to undertake. The Department em 
hhasized that our differences could not be settled by unilateral imposition of 
measures which this Government considered to be in contravention of the 
treaties. 

Despite these various difficulties, United States exports to Morocco have 
maintained a high annual level of about $30 million during recent years. I: 
1954, sales of American goods to Morocco, in contrast to the general downward 
trend of Moroccan imports from other countries, show a 16-percent increase in 
value. 

In the free-import sector, where no official exchange is required, American 
businessmen in Morocco have continued to effect nearly all of the country’s 


ctions 
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imports from outside the franc zone. Over the years, American exports to 
Morocco have increased, and the United States has risen from the fifth position 
among Morocco’s suppliers in 1938 to second in the recent years. 

In 1954 the Congress included in the Mutual Defense Assistance Act a 
clause—413(b) (3)—which called upon the President “to assist United States 
citizens in obtaining just compensation for losses sustained by them or payments 
exacted from them as a result of measures taken or imposed by any country 
or dependent area thereof in violation of any such treaty.” No claims have 
been filed under this section. 

The Department believes that the normal processes for the adjustment of 
international disputes are sufficient to deal with the Moroccan trade problem 
and that United States efforts have already met with reasonable success. There 
is every intention to continue those efforts and thus to protect our commerce 
with Morocco and to uphold the treaty rights of the United States. 


MOROCCAN TRADE SITUATION 


Mr. Auten. I will be glad to speak now, in answer to your specific 
question about the latest developments in the Moroccan trade situ- 
ation. 

Some several months ago the French sent a delegation over here to 
discuss with us the question of imposing quotas on the importation 
of 7oods into Morocco. 

We discussed the situation, looked at their program, considered it 
from all angles—principally the legal situation with regard to our 
treaty rights—and came to the conclusion that the imposition of those 
quotas would be contrary to the treaty rights of the United States in 
Moroc ‘CO, 

We informed the French that if they put these quotas into effect we 
undoubtedly would have to protest. 

The French are going to undertake economic-trade negotiations 
with Great Britain relative to the Moroccan situation, but meanwhile 
they felt that they had to put in some strenuous measures right away 
of a temporary nature to protect the Moroccan economy, which today 
is in very bad condition, so they went ahead and imposed these quotas, 
principally on textiles, ona temporary basis. 

We immediately lodged a formal protest that this was in violation 
of our treaty rights under the Act of Algeciras. 

We informed the French that if they wanted to negotiate with us, 
the way was not to impose, even on a temporary and emergency basis, 
quotas contrary to our treaty rights, but to come and negotiate if they 
had any proposals to make so far as changing the treaty situation. 

The French have not found themselves in a position yet to start such 
negotiations, so we are in the status at the present moment of having 
formerly protested their action. 

That protest was filed a few weeks ago. That is the present situ- 
ation, sir. 

The CuatrmMan. This issue will be raised on the floor, we know that; 
and we would like to be prepared with the latest information. 

Mr. Auten. All right, sir. 

The Cuarrman. Gentlemen, thank you very much for your appear- 
ance this afternoon. 

Mr. Auten. Thank you, Mr. Chairman. 

The CuatmrMan. The committee will adjourn until tomorrow at 
10: 30. 

(Whereupon, at 4:20 p. m., the committee recessed, to reconvene at 
10:30 a.m., Friday, May 13, 1955.) 
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FRIDAY, MAY 13, 1955 


Unrrep STaTes SENATE, 
CoMMITTEER ON ForEiGN RELATIONS, 
Washington, LD. ¢ 

The committee met, pursuant to recess, at 10: 30 a. m., in the Foreign 
Relations Committee room United States Capitol Building, Senator 
Mike Mansfield presiding. 

Present: Senators George (chairman), Green, Mansfield (presid- 
ing), Smith of New Jersey, Knowland, Hickenlooper, and Aiken. 

Also present: F. E. Nolting, Jr., special assistant to the Secretary, 
Department of State; Harry K. Lennon, European program staff, 
FOA; Samuel T. Parelman, Special Assistant to the Assistant Secre- 
tary of State, Department of State; Brig. Gen. J. K. Wilson, 
OASD/ISA, Department of Defense; Col. H. H. Critz, OASD/ISA, 
Department of Defense; Monroe Leigh, Assistant General Coun- 
sel, Department of Defense; Charles ‘i Lloyd, Congressional Re 
lations Office, FOA; Oscar 8. Gray, Legal Adviser’s Office, Depart- 
ment of State; John E. Murphy, Controller, FOA; Lt. Col. Jack 

Napier, Deputy Chief, Economic Division, OCAMG, Department 
of Defense (Army) ; Maj. Gen. W. F. Marquat, Chief, OCAMG-DA, 
Department, of Defense (Army); Philander P. Claxton, Jr., Office 
of Congressional] Relations, Department of State. 

Senator MANSFIELD ( (presiding). The meeting will come to order. 
The first witness will be Mr. C. Burke Elbrick, Ac ‘ting Assistant Secre- 
tary of State for European Affairs. 

Will you proceed, Mr. Elbrick ? 


STATEMENT OF C. BURKE ELBRICK, ACTING ASSISTANT SECRETARY 
OF STATE FOR EUROPEAN AFFAIRS 


Mr. Exertck. Mr. Chairman, I have a prepared statement which 
I might hand over for the record, if that is agreeable to you. 

Senator Mansrtexp. Yes. 

(The prepared statement above referred to is as follows :) 


STATEMENT OF ©. BuRKE ELBRICK, ACTING ASSISTANT SECRETARY OF STATE FOR 
EUROPEAN AFFAIRS 


The reason I am here today is closely related to the subject at hand. Assistant 
Secretary Merchant is now with Secretary Dulles in Europe, where we are wit- 
nessing the fruition of one of the most important phases of our collective security 
program. The Federal Republic of Germany has regained its sovereignty, and 
has become the 15th member of the North Atlantic Treaty Organization. It will 
contribute a substantial military force to the common defense. A Western Euro- 
pean Union has been formed, providing not only for agreed limitations on arma- 
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ments among Germany and six other European nations but also affording a basis 
for other kinds of practical military cooperation. All things considered, I be- 
ieve that the meeting of the NATO Council just concluded in Paris represents 
a historic milestone in the Atlantic relationship and the beginning of a new 
era of fruitful cooperation. 

Secretary Dulles, Governor Stassen, Assistant Secretary Hensel, Admiral Rad- 
ford, and other officials have already described the fundamental principles of 
the proposed mutual security program for fiscal year 1956. I shall try to avoid 
needless repetition of what they have said and confine myself to the European 
ispects of the program. 




















EUROPEAN ASPECTS OE 





THE PROGRAM 


For all practical purposes, the mutual security program in Europe during 
ecent years may be described as a supplement to our own national defense pro- 
gran Since the completion of the European recovery program, virtually all 
assistance to Europe has been either in the form of military end items or has 
been otherwise designed to support Allied defense efforts. We have not ignored 
the status of the European economy, since we are fully aware that an effective 
defense program must rest upon a sound economic base and since we also know 


that serious economic deterioration in Europe would produce a threat to Euro- 
pean security no less dangerous than the threat of military aggression. There- 
fore, we and our allies havé labored to maintain a judicious balance between 


tary effort and economic capabilities, and our assistance programs have 
iecessarily reflected this objective. With minor exceptions, however, it can be 
id that the program in Europe has been designed wholly for defense purposes. 
MILITARY 


ASSISTANCE TO 





EUROPE 








The heavy emphasis placed upon military assistance to Europe does not mean 
that the military threat to Europe is greater than the threat to other areas. Nor 
loes it mean that our European allies are weaker and less capable of defending 
themselves than our allies in other parts of the world. On the contrary, our 

ilitary assistance to Kurope has been justified by the very fact that free Europe 
possesses great potential strength. More than any other part of the free world 
outside the United States, the non-Communist nations of Europe are capable 

f maintaining sizable modern armies and using modern weapons and equipment. 
Moreover, these nations have demonstrated their willingness to use a substan- 

al part of their own resources for defense purposes—to put large numbers of 

en under arms and to spend more than $3 of their own money for each dollar’s 
worth of assistance received from the United States. For these reasons, we 
have looked upon Europe as an area which provides unusual opportunities for 
profitable investment in mutual defense. 

Our European assistance programs are actually a part of our long-term policy 
of seeking more defense for less money. We have learned by experience that a 
relatively moderate amount of American aid, in combination with Europe’s own 
ubstantial defense efiorts, can produce more total defense than the United States 
could expect to attain by spending the money in any other way. Thus, our 
assistance to Europe has been an integral part of the entire collective security 
system established under NATO. The levels of aid provided to particular coun- 
tries do not necessarily reflect their weaknesses and deficiencies, but reflect the 
opportunities available to achieve more efficient utilization of our combined 
resources in the interest of our common security. 





RESULTS OF 





THE PROGRAM 

The mutual-security program in Europe has paid off, both in military and 
political terms. The virtual military vacuum that existed in Europe 5 years 
izo has been converted into a position of considerable strength. Our NATO 
allies have built and are maintaining armed forces larger in size than our own, 
it a cost to the United States that is less than one-tenth the cost of our own 
Military Establishment. These forces are far better organized, better equipped, 
and better trained than when the mutual-security program began. We have a 
unified command structure with joint planning and joint operational maneuvers, 
We have a large number of airbases financed and shared in common by the NATO 
countries. Meanwhile, we have also developed mutually profitable military re- 
lationships with certain countries outside NATO, such as Spain and Yugoslavia. 
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Equally important are certain significant political results to which the mutual 
ecurity program has indirectly contributed. There has been no war in Europe 
10 military hostilities of any Kind since the program began. The Communists 
ave enslaved no additional territories or peoples, and Communist political influ- 

ence has declined in almost every free European country. The Soviet Govern- 
ment has become far more temperate in dealings with its neighbors and, tem- 
porarily at least, seems anxious to create an impression of reasonableness. 

Western governments are internally more stable and have achieved increasingly 
ffective practical cooperation with one another. The recent ratification of the 
Paris agreements not only makes possible the addition of an important German 
ontingent to NATO's defense forces, but should also help to solidify the unity of 
‘ree Europe as a whole. 

\ll these favorable results have been achieved without injury to the European 
conomy. At the same time that our European allies have been doubling their 
lefense expenditures and quadrupling their military production, they have made 
steady economic progress in terms of overall production, trade, fiscal stability, 
ind living standards. In almost every way, Europe is stronger and more capable 
if making a positive contribution to our common security objectives than when 
the mutual-security program began. 


THE PRESIDENT’S REQUEST FOR EUROPI 





The proposed program for fiscal year 1956 reflects the progress already made 
n building European defenses, as well as the general upswing in European eco- 
nomie conditions. It also takes account of the fact that a considerable volume 

military equipment and supplies is still in the pipeline—still available for 
delivery from previous appropriations. As a result, the fiscal year 1956 program 
n Europe represents a modification of previous requests, in terms of both the 
total amount and the types of assistance proposed. It is planned that our Euro- 
ean allies will continue to receive substantial quantities of military equipment 
financed from earlier appropriations, and it is also contemplated that they 
vill receive a sizable portion of the overall military assistance which the Presi 
nt is requesting this year but which has not been allocated on a regional basis. 
However, no new funds are being requested for providing special support to the 

fense activities of any of the original NATO countries, nor to give any other 
<ind of economic assistance to these countries. It is believed that our NATO al- 
es will be capable of meeting current defense goals without this extraordinary 
issistance. Their ability to do so in the future, of course, will depend upon the 


‘ls of the defense goals which are mutually determined to be desirable. 





SPAIN AND YUGOSLAVIA 








Che new funds requested specifically for the European area this year total only 
*) million. These funds are needed to support the defense efforts of two key 
Kuropean countries (Spain and Yugoslavia) which lie outside the NATO security 
system, to provide necessary political and economic support for West Berlin, 





and to carry forward a small selective technical exchange program. In addition, 

e are requesting funds to pay the United States share of NATO civilian head- 

iarters budget. 

[ do not believe that the assistance proposed for these purposes requires 
‘laborate explanation. The United States has a broad agreement with Spain for 
he construction and joint use of a series of strategic air 
rollary to this agreement, we are assisting Spain in building a more modern 
ind effective defense system. Yugoslavia is the only country which has yet 
iroken away from the Soviet bloc and, because of its geographical situation and 
ts low national income, is compelled to expend a higher proportion of its re- 
sources for defense than any other country in Europe. Neither Spain nor Yug« 
lavia participated in the Marshall plan nor in the early military-assistance pro- 
rrams, and neither has an economic base which is capable of sustaining the de 
fense efforts which they are attempting to carry forward. Since United St 
iterests are served by strong defense establishments in both countries, it is 

rtant that we provide a limited amount of special assistance to support these 
defense efforts 








and naval bases. Asa 
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BERLIN 






know, is a vital western outpost su nded by Soviet- 
d territory Its continned indenendence and all g nce to the West has 


West 


nd psychological significance. Moreover, it provides a gate 
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way to freedom for thousands of refugees from Eastern Europe. I am sure you 
will agree on the importance of maintaining the security, the integrity, and the 
economic health of West Berlin. 

The small technical exchange program which I mentioned is designed to per- 
mit a flow of know-how, concepts, and techniques between the United States and 
Western Europe. We are especially anxious to advance the principles and prac- 
tices of free enterprise in European business and industry, and to assist free 
trade unions in their struggle against Communist-dominated labor organizations. 


UNITED STATES INTEREST IN EUROPE 


It should be clearly understood that the limited program of assistance to 
Europe in fiscal year 1956 does not mean that United States interest in Europe 
has diminished. Our security and our own national defense requirements, for 
many vears to come, will continue to depend in large measure upon the strength 
which free Europe is able to maintain. Nor does the present program mean that 
all our problems in Europe have been solved. There are still serious deficiencies 
in the NATO defense system, and it is probable that new difficulties will come to 
light in connection with the current revision of NATO strategic plans. We have 


made a heavy investment in European military power and this investment has 
paid handsome dividends, but it would be a serious error to assume that our 
job is finished. The investment must be protected, and future opportunities for 
securing more effective combined defenses at low cost to ourselves must be 


explored as they arise. The European political situation, European economic 
trends and the requirements for military defense are all part of a fluid and 
rapidly changing picture, and it is impossible to predict which the future holds. 
We can be certain only that the basic principle of collective security will remain 
valid for as long as we can see into the future, and that all Europe’s problems 
will be, in a very important sense, our own problems. 

As I said at the beginning of my remarks, Secretary Dulles and Mr. Merchant 
are still in Europe. In addition to the NATO ministerial meeting, they have 
reached agreement with our allies to invite the Soviet Union to participate in 
top-level talks. We also have every hope that a four-power treaty with Austria 
will be signed this weekend. At this moment, the situation is very fluid, as you 
ean understand. While I will be happy to try to answer any questions you may 
have on any of these developments, I am sure that the Secretary and Mr. Mer- 
chant would be in a far better position to give you an intimate and up-to-date 
picture, and that they would be equally happy to do so when they return. 


SOVEREIGNTY OF WESTERN GERMANY 


Mr. Exerick. I would like to make a few remarks to touch upon the 
high points of this prepared statement. 

Senator Mansrretp. You may proceed in your own fashion. Your 
statement has been made a part of the record. 

Mr. Exsrick. Thank you, sir. 

As you know, Mr. Chairman, Mr. Merchant, Assistant Secretary for 
European Affairs, whom I am representing today, is abroad with Sec- 
retary Dulles in Europe, where the two of them are witnessing, you 
might say, the fruition of a phase of the collective security program. 
I feel that what is happening in Paris and what is about to happen 
in Vienna are historic milestones of this program. 

Germany has become a member of NATO. West Germany has re- 
gained its sovereignty and is to provide a military contribution to 
western defense. It has also become a member of the Western Euro- 
pean union, set up to control the rearming of these countries. 

And, as I say, the Secretary and Mr. Merchant have been present 
for the past w eek it Paris, witnessing these events. 

Now, the Secretary, Mr. Stassen, Admiral Radford and others, I 
think, have discussed the broad principles of the mutual security pro- 
gram and therefore I think I can confine my remarks to the Euro- 
pean aspects alone. 
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AID TO EUROPE 


I want to say that the program itself supplements our own national 
defense program. Since the European recovery program Was com- 
pleted, our aid to Europe has consisted of principally military end 
items and defense support. This, however, does not mean that the 
economic side has been ignored in Europe because we all realize, I 
think, that a sound economic base is important if not essential in build- 
Ing up the defense side, so that we have tried to strike a judicious bal- 
ance between the military effort and the economic capabilities of these 
countries. 

The program itself was designed, with certain minor exceptions, 
for defense purposes. The emphasis, of course, has been on the mili- 
tary side but this does not mean that the threat is greater or that the 
Europe: in allies are in any sense weaker. On the contrary, we feel that 
the potential strength demonstrated by our allies justifies this em- 
phasis in the program. 

Pheir willingness to build up their defenses under trying conditions 
following this last war is amply demonstrated, I think, by the fact 
for every dollar that we have contributed, they have contributed 
33 to this purpose. 

Tt has gee to be, I think, a profit: able investment. We are get- 
ting more defense for less money. We are getting more combined 

mes and this program itself has, we feel, paid off and what was 

a vacuum is now a position of strength in Europe. 


MAINTENANCE OF FORCES 


We have larger forces and these larger forces, which are much 
irger than the forces we ourselves in the United States 1 maintain, cost 
about one-tenth of what it would cost us to maintain equivalent forces. 

The NATO has made great advances in the military field. Iam sure 
you are aware of the developments in connection with joint planning 
and joint command and that sort of thing. 

We have also established military relations with countries outside 
the NATO area, notably Yugoslavia and Spain, covered in this pro- 
gram. The political results of our efforts in Europe I think can best 
be seen by the fact that we, after all, have had no war, and we have 
e pe rienced no losses of territory since the program began. 

The Communist influence in E urope has declined on the whole and 
the Soviet Union appears to be anxious to be conside mel more tem- 
perate at this time. 

There has been steady economic progress. The Europea in countries 
have doubled their military expenditures and they have quadrupled 
military production and they are all in a much stronger position than 
they were. 


PROGRAM REFLECTS PROGRESS OVER PAST YEARS 


Now, the program that we are discussing this morning is, we think, 
a moderate program. It reflects progress that has been made in 
Europe over the past years. This is due to an upswing in both defense 
and economic trends. Of course, the pipeline w il provide certain 
items and materials over a period of time. There ‘fore these countries 
will continue to receive military items from earlier appropriations 
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as well as from the overall military assistance requested this yea 
which is not allocated region: ally, 

There are no new defense-support funds requested for the original 
NATO countries or any other economic assistance. We feel, however. 
that their ability to carry on without such aid in the future»wall of 
course depend to a large extent on the defense levels that are deter 
mined by the North Atlantic Treaty Organization. 


























YUGOSLAVIA 





AND SPALN 


The new funds requested for defense support and direct forces sup 
port are $95 million. These funds are to be used for two key Europe- 
an countries, Yugoslavia and Spain; for the political and economi 
support of West Berlin; for a small technical exchange program and 
for our contribution to the NATO civilian headquarters budget. 

[ do not think that an elaborate explanation of these requests z 
necessary but, as you know, Spain has signed an agreement with us 
whereby we will establish and maintain naval and air bases in that 
country and as the corollary to that agreement we are assisting Span 
in building an effective defense system. 

Yugoslavia broke away from the Soviet bloc, an extremely impor- 
tant matter from our point of view. They have a very low national 
income. They have a very difficult, let us say, geographical positioi 
and their economic base does not permit them to build up or maintai 
the forces that are required under the circumstances. 

Now, neither of these two countries, Yugoslavia or Spain, are mem- 
bers of or took part in the original Marshall plan, and we feel that 
the United States interest in the two areas warrants special limited 
assistance to the two countries. 


In the case of West Berlin 







ATTITUDE OF YUGOSLAVIA TOWARD A COLLECTIVE DEFENSE SYSTEM 











Senator KNow.anp. Before you leave Yugoslavia, are you €amiliar 
with the fact that some months ago when Marshal Tito was out in 
the Far East, he was busily engaged in attempting to encourage the 
countries he visited, with particular reference to Burma, not to be- 
come associated with any collective defense system in that area of the 
world 2 

Mr. Evrrick. We have reports of this trip out there, Senator. 

Senator Know.anp. Well, didn’t you have more than reports / 
Isn’t it a fact that he offered to supply Yugoslavian equipment to 
Burma as an encouragement to keep them out of any collective defens: 
system with the free world ? 

Mr. Exericx. I am not sure, Senator, that he made the offer for 
that purpose. 

Senator KNowLANnpb. He made the offer r, did he not / 

Mr. ELBRICK. Yes, he did. 

Senator Knownanp. Does he have that much surplus -eq upment 
that he can put out, equipping people who are against our policies 1] 
the Far East? 

Mr. Exsricx. I think only in certain lines. Now, I would rather 
defer the question of the actual military equipment to our defense 
representatives who are probably more able than I to answer that. 
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on the political side ] might say that we have bee 
Once rned about what some people consider to be a grow 
sentiment in Yugoslavia. 

Senator MANsFreLp. Senator Knowland, do you wis! 
question of the Secretary while he is here / 
~ Senator KNowLanp. Well, we expect to go int 

mpletely in the Appro] riations Committee whe) 

ose proceedings, but I would be elad to have some 

.e subject. 

Mr. 1EN . Senator, 1hh\ information 1s Nay rorgottel 
the details—it is that he did offer supplies, certain ight equipment to 
Burma, all of which would be manufactured in Yugoslavia and they 
do have the capacity for manufacturing this. It t something 
that is taken out of surplus. 

We understand, at the same time, that it was not expressed as being 
at quid pro quo, but Burma was to ship In a certain amount of food— 
so if you put the two transactions toget he r. tl ough separatel stated, 

would be quid pro quo | would like to go oft the record if | may 

Senator MAansrievp. Off the record. 

(Discussion off the record. ) 


WEST BERLIN 


Senator MANSFIELD. Proceed, Mr. Elbrick. 

Mr. Exsrick. I was going to say, Mr. Chairman, that in the case 
of West Be rlin, as you all realize, this is an outpost of the West 
the Soviet sea, so to speak, and it is of great political and psycholog 
cal importance, we feel, to maintain our position in West Berlin. 

Among other things, it is a gate way to freedom for many people 
on the other side of the curtain, and I am sure that you all agree that 
itis important that we do maintain this position there. 

On the technical exchange side, we have a small program, but it i 
devoted to bringing to the Europeans and to Europe the know-how and 
the concepts and the techniques of the United States to advance the 
principles of free enterprise in Europe and_to assist free trade unions. 

This limited program that we propose does not mean, of course, that 
the United States interests in the area have diminished in any sense, 
because we feel that our security will depend for some time on the 
strength of Kurope. 


RESULTS OF THE PROGRAM 


serious deficiencies that still obtain in the forces of the North Atlanti 
Treaty Organization, but we have made very Satisfactory progress. 

It has been a heavy investment in the past, and we think that this 
investment has paid dividends and we think also that we should pro 
tect that investment. 

The politica] and military and economic trends in Europe are, of 
course, all a part of the changing picture 

Senator Know.Lanp. Mr. Chairman, might I interrupt? 

In the event that the committee does not have a copy of the Yugo- 
slav Mutual Assistance Agreement which was entered into, may we 
have a copy for the committee, to go into the record ¢ 


Not all the problems in Kurope have been solved: there are certai 
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Mr. Henseu. Certainly, yes, sir. 
(The material referred to follows :) 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED STATES OF AMERICA AND 


THE GOVERNMENT OF THE FEDERAL PEOPLE’S REPUBLIC OF YUGOSLAVIA REGARDING 
MILITARY ASSISTANCE 


The Governments of the United States of America and the Federal People’s 
Republic of Yugoslavia: 

Desiring to foster international peace and security within the framework of 
the Charter of the United Nations’ through measures which will further the 
ability of nations dedicated to the purposes and principles of the Charter to 
participate effectively in arrangements for individual and collective self-defense 
in Support of those purposes and principles ; 

Reaffirming their determination to give their full cooperation to the efforts to 
provide the United Nations with armed forces as contemplated by the Charter 
and to obtain agreement on universal regulation and reduction of armaments 
under adequate guaranty against violations: 

Taking into consideration the support that the Government of the United States 
of America has brought to these principles by enacting the Mutual Defense Assist- 
ance Act of 1949," as amended,’ and the Mutual Security Act of 1951,* which pro- 
vide for the furnishing of military assistance to certain nations: 

Desiring to set forth the conditions which will govern the furnishing of such 
“uSSiStance ; 

Have agreed as follows: 

ARTICLE I 


1. The Government of the United States of America will make or continue to 


make available to the Government of the Federal People’s Republic of Yugo- 
Slavia equipment, materials, services, or other assistance in accordance with such 
terms and conditions as may be agreed. The furnishing of such assistance shall 

consistent with the Charter of the United Nations. Such assistance will be 

nished under the provisions, and subject to all of the terms, conditions and 
termination provisions, of the Mutual Defense Assistance Act of 1949 and the 
Mutual Security Act of 1951, acts amendatory and supplementary thereto and 
appropriation acts thereunder. The two Governments will, from time to time, 
uegotiate detailed arrangements necessary to carry out the provisions of this 
paragraph. 

°. The Government of the Federal People’s Republic of Yugoslavia will use 
the assistance exclusively in furtherance of the purposes of the Charter of the 
United Nations for the promotion of international peace and security and for 
strengthening the defenses of the Federal People’s Republic of Yugoslavia against 
aggression. 

3. The Government of the Federal People’s Republic of Yugoslavia undertakes 
not to transfer to any person not an officer or agent of that Government, or to any 
other nation, title to or possession of any equipment, materials, information, or 
services, received on a grant basis, without the prior consent of the Government 
of the United States of America. 

t+. The Government of the Federal People’s Republic of Yugoslavia will provide 
the United States of America with reciprocal assistance by continuing to facili- 
tate the production and transfer to the United States of America in such quan- 
tities and upon such terms and conditions as may be agreed on, of raw and semi- 
processed materials required by the United States of America as a result of 
deficiencies or potential deficiencies in its own resources, and which may be 
available in Yugoslavia. Arrangements for such transfers shall give due regard 
to requirements of Yugoslavia for domestic use and commercial export. 


ARTICLE II 


1. Each Government will take appropriate measures consistent with security 
to keep the public informed of operations under this Agreement. 

2. Each Government will take such security measures as may be agreed in 
each case between the two Governments in order to prevent the disclosure or com- 

i Treaty Series 993 ; 59 Stat. 1031. 

263 Stat. 714. 

'64 Stat. 376. 

#65 Stat. 378. 
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promise of classified military articles, services or information furnished pursuant 
this Agreement. 
ARTICLE II 






The two Governments will, upon request of either of them, neg 
priate arrangements between them respecting responsibility for pat i 
claims based on the use of devices, processes, technological information or other 
forms of property protected by law in connection with equipment, materials or 
services furnished pursuant to this Agreement. In such negotiations considera- 
tion shall be given to the inclusion of an undertaking whereby each Government 
will assume the responsibility for all such claims of its nationals and such claims 
arising in its jurisdiction of nationals of any country not a party to this Agree- 
ment. 
















ARTICLE IV 





The Government of the Federal People’s Republic of Yugoslavia w 
to make available to the Government of the United States of Americ: I 
for the use of the latter Government for its administrative and operating ex- 
penditures in connection with carrying out this Agreement. The two Govern- 
















ments will forthwith initiate discussions with a view to determ unt 
of such dinars and to agreeing upon arrangements for the fur h 
dinars. 

2. The Government of the Federal People’s Republic of Yugoslavia will, exces 
as otherwise agreed to, grant duty free treatment and exemption from taxation 


upon importation or exportation to products, property, materials or equipment 
imported into or exported from its territory in connection with this Agreement 
or any similar Agreement between the Government of the United States of 
America and the government of any other country receiving mi 

















ARTICLE V 















The Government of the Federal People’s Republic of Yugoslavia agree 
receive personnel of the Government of the United States of America 
lischarge in its territory the responsibilities of the Government of the 1 


States of America under this Agreement and wl 











serve the progress of the assistance furnished pur 






uding | ! Va ed, il, in t 
ernment « f the Federal People’s Rey at lic of Yugoslav 
Embassy of the United States of America under the d 
Chief of the Diplomatic Mission, and will ! 
personnel with corresponding rank of the Embassy of the | ted State f 
America Ww who are United States nationals. Upon ap propriate notification by 

ent of the United States of Am erica full diplomatic status l 


Miatli alu 
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1. The Government of the Federal me yple’s Republic of Yugos i reaffirms 

it it will continue to join in promoting international underst g and good 
will, and in maintaining world peace; to —, consistent with its p é nd 
economic stability, the full contribution permitted by its many er, resources 
facilities, and general economic condition to - development and maintenance 
of its own defensive strength and the defensive strength of the free world; and 
to take all reasonable measures which may be needed to develop its defense 
capacities 

2. The Government of the Federal People’s Republic of Yugoslavia undertakes 


to take such action as may be mutually agreed upon to eliminate causes of ints 
national tension. 


3. The Government of the Federal People’s Republic of Yugoslavia agrees t 
take appropriate steps to insure the effective utilization of the econ ind 
military assistance provided by the Government of the United States of Ame 


ARTICLE 





VII 










1. This Agreement shall enter into force on the date of signature; and will 
continue in force until one year after the receipt by either Party of written 


notice of the intention of the other Party to terminate it, provided that the 
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ovisions of Article I, paragraphs 2 and 3, and arrangements entered into under 
icle LI, paragraph 2, and under Article III, shall remain in force unless other- 
agreed by the two Governments. 

”. The Government of the United States of America reserves the right at any 
time to suspend its assistance to Yugoslavia made available pursuant to this 
Agreement, including deliveries of all supplies scheduled but not yet transferred 

The two Governments will, upon the request of either of them, consult re 
garding any matter relating to the application of this Agreement or to operations 
or arrangements carried out pursuant to this Agreement. 

1. The terms of this Agreement may at any time be reviewed at the request of 
either Government or amended by agreement between the two Governments. 

rhis Agrement shall be registered with the Secretary General of the United 
Nations 

Done at Belgrade, in duplicate in the English and Serbo-Croat languages, this 

fourteenth day of Nov ember, 1951. 


FOR THE GOVERN MENT OF THE UNITED STATES OF AMERICA: 
GEO. V. ALLEN’ [SEAL], 


, THE GOVERNMENT OF THE FEDERAL PROPLE’S REPUBLIC OF YUGOSLAVIA: 
Joste Broz-Trro [sea], 


Mr. Exerickx. These political, military, and economic trends in 
Europe are part, as I say, of the changing picture and we do not know, 
of course, what may happen in the immediate or distant future. 

But, this prince iple of collective security we feel is and will be a valid 
principle for some time in the foreseeable future. 

Now, the Secretary and Mr. Merchant, as I said, are in Europe now. 
They have attended the North Atlantic Treaty ministerial meeting 
at which Germany was admitted as a partner 

They have also agreed in the course of that meeting to issue an invita- 


tion to the Soviet Union to attend top-level talks. 


THE AUSTRIAN TREATY 


The Austrian Treaty. will be signed on Sunday and concerning all 
these events—of course, they are much more competent to tell you 
about that than I, and undoubtedly the Secretary will be prepared 
to make a report to you some time after he gets bac k. I will, however, 
try to answer any questions as best Ican. [ Deleted. ] 


AUSTRIAN TREATY 


Senator Arken. With regard to the Austrian Treaty, are the terms 
sat eee to us? 

Mr. Everick. Yes, sir. The treaty is satisfactory as it stands now. 

We succeeded in eliminating some objectionable articles of the 
treaty, one of which, you may remember, was the one that dealt with 
voluntary or involuntary repatriation of refugees. 

The Cuamman. That was article 16? 

Mr. Exsrick. That was article 16; yes, Senator. 

The Cuatrman. Now, how was the question of the oil finally re- 
solved? Was it resolved by a bilateral agreement between Russia and 
Austria or was it an annex to the treaty itself? 

Mr. Exverickx. The bilateral agreement between the Soviet Union 
and Austria which would in effect return to Austria any property that 
otherwise would have been controlled by the Soviet Union has been 
annexed to the treaty. 
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Che CHarrMAN. Asa part of the treaty ? 

gt erick. Asa part of the treaty: yes, sir. 

The CHAIRMAN. So it does not remain strictly bilateral if the treaty 
es t! hes as now contemplated ¢ 

Mr. Exerick. Yes, sir, and we were very interested in seeing it that 




















he CrarrMan. Yes, sir, because Russia may plead subsequently 
it Austria has not lived up to some terms or conditions and might 
ive canceled a bilateral arrangement. 

Mr. Exsrrtcr. Yes, sir. 

The Camm an. Is this an additional protection to Austria? 

Mr. Exvsrick. That is right. 

The CHarrman. I think that is a very great accomplishment. 

Mr. Exsrick. I think it was due, possibly, to the fact that Secretary 
Dulles laid down an ultimatum that unless they did this, he would not 
ippear in Vienna to sign the treaty and apparently it was a good and 
successful maneuver. 

Senator Mansrietp. Any other questions é 

No response. 
Deleted 

Senator MANSFIELD. Our next witness is Mr. Stuart H. Van Dyke, 
1 de puty Director. Office of Kuropean Operations, Foreig1 Operations 
\dmimstration. 

Mr. Van Dyke, will you take the W itness chair ? 

















STATEMENT OF STUART H. VAN DYKE, ACTING REGIONAL DIREC- 
TOR FOR EUROPE, FOREIGN OPERATIONS ADMINISTRATION 


















Mr. Van Dyke. Mr. Chairman, I have a very brief statement here 
ch can be made part of your record if the committee so desires. 
Senator Mansrrecp. All right. You may proceed in your own way 
dt youl prepared statement will be madea part of the record. 


e statement referred to is as follows:) 
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(OPERATIONS, FOR! 


Dyke, Deputy Direcror, Orrice OF EUROPEAN 





IGN OPERATIONS ADMINISTRATION 


















Che presentation of defense support aud related programs for Western Europe 
iis year will be very short. There is no aid request for any individual NATO 
OEEC country in Western Europe, although a small amount is being asked 


bh il exchange program from which these countries will benefit col 











SPAIN, 


YUGOSLA 





threes ner area n, l I 
ntrol area of West Berlin The funds requested for these three 


i he it our reque St is for 









S $85.5 million. Another $5.5 million is being asked for tech 
al ¢€ In addition there is a $4 million request for direct forces 
ort i The total non-end-item aid requested for Europe in fiscal 










ir 1956 thus comes to $95 million. 


While this aid will not be used for military 
} 





intent as well as in use, to our military pre 


The three areas for which funds are requested represent special situations of 







lirect security interest to the United States. All three lie on the periphery of 
Vestern Europe, politically and militarily, as well as geographically. They are 
t members of NATO or the OEEC. They face serious economic difficulties 
et h is making a very substantial contribution to the mi ry, political or 






svchological defense of the West. 
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Spain is cooperating with the United States in the construction of a series of 
important air and naval bases on Spanish soil. We are asking $28 million in 
defense support aid to Spain. This aid will go into programs from which our 
military forces will benefit directly through improved transportation and power 
supply, and indirectly through general economic improvement, which will also 
enable Spain to make better use of the end-items which are being delivered to 
the Spanish forces under the MDAP program. Incidentally the greatest part of 
the peseta counterpart accruing from defense support to Spain will be at the dis- 
posal of the Defense Department for the base construction program. 

Yugoslavia, despite a common frontier with four Iron Curtain countries, is 
continuing to guard its independence from Soviet domination. It has recently 
joined a Balkan pact with Greece and Turkey, both NATO members; it has also 
accepted observer status in the OEEC. More directly, Yugoslavia is building up 
its industries in support of its defense effort, while at the same time maintain- 
ing its forces at a rate which absorbs 15 percent of its gross national product, a 
higher percentage than any other European country. This places a heavy strain 
on the Yugoslav economy, particularly with respect to food supply bought abroad. 
We are proposing $36.5 million in defense support for Yugoslavia, more than half 
of which will be used for surplus agricultural commodities. In addition there is 
a request for $4 million in direct forces support. 

In West Berlin the United States has a special political and psychological 
interest. Berlin’s most serious economic difficulties involve unemployment, the 
care of refugees, and the heavy cost of maintaining its lines of communication 
Unemployment has been somewhat reduced from 30 percent of the labor force in 
1949 to 18 percent last year, but only with special investment and reconstructio1 
aid from the United States and West Germany. For fiscal year 1956 a total of 
$21 million is proposed for joint control area assistance, largely to Berlin, al- 
though $1 million will be used to finance technical exchange in Germany and 
Austria. The great bulk will be in the form of surplus agricultural commodities, 
with local currency proceeds to go mainly to Berlin investment and reconstruc 
tion programs. 


TECHNICAL EXCHANGI 





The United States interest in technical exchange also involves security, al- 
though it is long-term security, rather than immediate security. The European 
NATO members now put up a very substantial part of the men, ships, aircraft, 
and guns at the disposal of NATO. They may face very heavy demands very 
quickly to increase both forces and materiel. The extent to which they will be 
able to deliver such increases will depend on the efficiency of their economies. 

This, in turn, depends on a variety of things which we take for granted in the 
United States, but which are lacking in many European countries: skilled pro 
fessional management, an adequate credit system, healthy labor relations, sound 
governmental fiscal practices, and the like. The Europeans, on their own, and 
through the OEEC, are beginning to tackle these problems fairly vigorously, and 
they have come to look to the United States for help and advice in this field. It 
is our judgment that continued support of these efforts through a small technical 
exchange program will earn the United States a degree of good will and friendly 
influence on the future economic development of Western Europe which is quite 
out of proportion to the relatively smal) amount of money involved. 


Mr. Van Dyke. My comments will be quite limited. 
ECONOMIC SITUATION IN EUROPE 


As you have seen from the questioning this morning, there are a 
number of very interesting and very current political issues in Europe 
today; but the economic situation, as I am sure the committee well 
knows, is better this year than any previous year, probably in Europe’s 
history and certainly since this program has been under consideration ; 
and, as you know, no aid is requested for any of the NATO or 
Marshall plan countries of Western Europe. 

We are requesting a small amount of funds to continue the technical 
exchange program in Europe which will benefit all the countries col- 
lectively, but individually no funds are being requested. 
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Yugoslavia is, as you know, a member of the Balkan pact with 
Greece and Turkey, both of which are NATO members. 

It has recently joined the OQEEC as an observer. This is the first 
time that Yugoslavia has joined into any of the economic programs, 
the multilateral economic programs, w ith which this Government has 
been active. 

Yugoslavia faces rather difficult economic problems. Fifteen per 
cent of the total gross national production in Yugoslavia has been, 
over the past several years since Yugoslavia broke from the Comin 
form, been devoted to defense expenditures. This is the highest per 
centage of any European country and at the same time Yugoslavia 
has probably the lowest per capita income of any of the countries i 
Western Europe. 

So it does face serious economic difficulties in the maintenance of 
the Yugoslavian defense establishment at the present level and it does 
place a serious economic strain on Yugoslavia. 

On the nonmilitary program we will have a total as of the end of 
this fiseal year of about $22 million of undelivered commodities which 
have been financed with FOA funds. 

The CHarrman. What did you say the overall figure for this pro 
gram for next year was? 

Mr. Van Dyke. $40,500,000. I might say that of this $40,500,000 
about half will be supplied to Yugoslavia in the form of surplus agri 
cultural commodities if our present plans materialize. 

The direct-forces support, of course, will be items going directl) 
in Yugoslavia’s military consumption but not of an end-item nature. 
such as aviation gas, truck tires, special machinery for Government 
arsenals, and so on. P 








AID TO WEST 





BERLIN 





The program for West Berlin is a continuation of the support whic! 
the United States has been giving to this city since the end of the wan 
and which was crystallized as a result of the Berlin blockade in 1948. 

The aid which the United States and Western Germany have give 
West Berlin has already resulted in a material and substantial im 
provement in thi > level of economic activity in Berlin. Whereas in 
1949, one-third of the labor force in West Berlin was wpaenpremeits to 
dav the seeananaal rate is about 15 percent, it being still much 
higher than it isin Western Germany. 

Industrial production has not acheieved the level which it has 
achieved in Western Germany. It is less than prewar whereas in 
Western Germany industrial production, as you know, is 59 percent 
above prewar. 

Llowever, there has been es 

Senator Hickenioorrr. There is in fact no unemployment in 
Western Germany, is there; no appreciable unemployment / 

Mr. Van Dyker. Very little, Senator. 

Senator Hicken Looper. I mean, it is almost safe to say that to all 
effects and purposes they have no unemployment and they cannot fill 
theo rders they are getting now. Isthat correct / 

Mr. Vax Dyker. I would say they have no unemployment prob 
lem. There is, of course, always some unemployment in any 

Senator Hickentoorer. Oh. I understand that. 
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SITUATION IN SPAIN 


Senator Mansrietp. Mr. Van Dvke,. could vou elaborate a little bit 
on the Spanish situation ? , 

Mr. Van Dyker. Mr. Hensel might wish to comment on that, since 
the bases program is a part of the total Spanish picture. 

We have in Spain three programs arising from three agreements 

h were signed in September 1953. 

One program provides for economic assistance to support the joint 
program of military cooperation. That is the program I have just 
been describing. 

The second agreement is to supply military assistance to the Spanish 
armed forces. This program is, of course, under Mr. Hensel’s direc- 
tion. 

The third agreement is to permit the United States to build certain 
naval and air bases on Spanish soil. This agreement is also under 
the direction of the Pentagon. 

We have supplied during the current year on the economic side, as 
you will reeall, $85 million worth of commodities, a large part of 
which was surplus agricultural commodities, $20 million worth of 
those commodities were supplied on a loan basis in response to the 
requirement in our legislation last year that $200 million of the aid 
be made in the form of a loan. 

Senator Mansrrevp. In your opinion, do you think the program is 
progressing satisfactorily / 

Mr. Van Dyke. We consider it to be a useful and a successful 
program. 

Senator Mansrrevp. Mr. Secretary, would you care to answer that? 

Mr. Hensex. Yes. I think if you talk about the bases, that is pro- 
ceeding satisfactorily. It is a little slower than we had hoped, per- 
haps, but it is still moving along. 

There was some holdup in getting the necessary real estate but from 
the last information I had, however, that ought to be cleared up this 
month. [| Deleted. | 

Senator Mansrietp. Any more questions ? 


TECHNICAL EXCHANGE PROGRAM 


Senator Smirx. One question. I would like to ask it of Mr. Van 
Dyke. 

Mr. Van Dyke. Yes, Senator. 

Senator Smrrn. You referred to the exchange program here. 

Mr. Van Dyke. Yes. 

Senator Smirn. Now, what is the difference between that and the 
program carried out under the Smith-Mundt Act on the one hand 
and some of the activities in the USIA on the other? How do you 
differentiate between those programs? 

Mr. Van Dyxe. We are in very close touch with the Department of 
State on exactly that question, Senator Smith. 

We believe there is no conflict. If conflicts do appear or overlaps 
appear they are quickly brought to the surface and straightened out. 

That program enters into the technical, industrial, business life of 
the community, whereas the exchange of persons programs under- 
taken by State Department, USLA, tend to be on the cultural and edu- 
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itional life of the community. We believe that both 
eal value. 


BRINGING LABOR LEADERS TO THE UNITED STATES 


Senator Smiru. Now, certain types of persons have been brought 
over under the Smith-Mundt Act. Let me ask you, do you bring labor 
leaders to the United States from abroad or does the Smith-Mundt 
program do that ? 

Mr. VAN DYKE. We have both brought labor leaders. It depends 
nh part upon the purpose for which the labor leaders are brought in. 

In our progr: im for 1s 56, for example, we are propos in YF tO spend 
several hundred thousand dollars to bring young labor leaders to the 
United States to teach them how United om ites trace unions operate. 

It is important, for example, that they know how to get members, 
know how to collect clue Ss. It is import: int for them to know the kind 
of bread and butter un ionism we have in this country as distinguished 
from the political unionism in Europe. That program fits into the 
echnical exchange program under FOA. 

[f, on the other hand, it is desired to bring groups of labor leaders 

\merica to expose them to America, its general culture, to have 
hem meet business and political leaders, then they would come under 
Luspices of the State De spartment. 

senator Sng oR I have inquired for information and have ee i 
ome material but I do not have total figures for the technical « 
change program as distinguished between those two programs. 

Mr. Van Dyxe. I am not familiar exactly with the information 
vou have got. Senator, but I believe some information was aed 
on this program. Someone ought to check that. Perhaps Mr. Elbrick 
knows where the material was consolidated, but by all means you 
should have a consolidated total. 

Mr. Murpnuy. T can help the re. Senator Smith. 

We nen supplied to the State De *partme nt for the purpose ¢ of con 
olidating a worldwide table, our technician in formation, technical 
cack information, with the understanding that that table had 
been requested by the S Senate Appropriations @ ommiuttee, they had 
isked the State Department to prepare it, so all the information was 
given to them for inclusion there, and I would be glad to get a copy 
of that table from the Appropriations Committee or the State De- 
partment and make it available to this committee. 

Senator SmirH. Well, I would like to have it. I made a request 
for similar information. My office received certain information, but 
I want to be sure that we have those figures straight. 

Mr. Murpuy. I am quite sure that they are all included, but I will 
verify that. 

Senator Smirnu. Verify that, if you please, so that we may have 
that in the record here, 

Senator MANSFIELD. Will you attend to that, Mr. Murphy f 

Mr. Murpeny. Yes, sir. 

(The information is on file with the committee. ) 

Senator MansrreL_p. Any more questions ? 

(No response. ) 

Senator Mansrtie.p. If not, I will turn the meeting over to the chair- 
man, Senator George. 


62426—55——-_19 
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The CHarrMan. I want to ask if the committee could meet at 10 
o'clock Monday. We have two relatively short programs to take up. 
I will ask Dr. Wilcox to describe them to you. 

Dr. Wiucox. We have tentatively scheduled for presentation 
Monday morning: 

The Latin American program; multilateral programs including 
such things as the children’s fund, the Palestine refugee program, 
the emergency refugee program and the technical assistance program 
and so on. The »y shouk | be relative sly short. 

The Cuarrman. I think that if we could meet at 10 o’clock Monday 


we could dispose of them. We will recess until 10 o’clock on Monday 
morning. 


on 


(Thereupon, at 11:30 a. m., the committee adjourned to reconvene 
on Monday, May 16, 1955, at 10 a. m.) 
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MONDAY, MAY 16, 1955 


UNITED STATES SENATE, 
COMMITTEE ON ForREIGN RELATIONS, 
Washington, dD. ¢ 


The committee met, pursuant to recess, at 10:05 a. m., in the Foreign 
Relations Committee room, United States Capitol Building, Senato: 
Walter F. George (chairman) presiding. 

Present: Senators George, Green, Humphrey, Mansfield, Smith, 
Aiken, Knowland, and Morse. 

Also present: Edward J. Sparks, Acting Assistant Secretary of 
State for Inter-American Affairs; Alton W. Hemba, Bureau of Inter 
American Affairs; Marion N. Hardesty, Regional Director for Latu 
American Operations, FOA; Norman 8. Paul, Deputy Director fo 
Congressional Relations, FOA; David Wainhouse, Acting Assistant 
Secretary of State for International Organization Affairs; Preston 
Hotchkis, American representative to the U. N. Economic and Social 
Council; W. Steen McCall, program officer, Office of Latin American 
Operations, FOA ; John G. Burnett, Legal Counsel for Latin America, 
FOA; Col. H. H. Critz, Office of Assistant Secretary of egies 
ISA; George Warren, Bureau of Security and Consular Affairs, De- 
partment of State; William McCahon, Voluntary Foreign Aid Divi- 
sion, FOA; Mrs. DeGonzalez, Voluntary Foreign Aid Division, FOA; 
Kk. D. White, Food and Agriculture Division, FOA ; mre H. Frost, 
Chief, Intergovernmental Refugee Program, FOA; C. A. Herter, Jr., 
general counsel, FOA; Oscar S. Gray, legal ate s office, Depart- 
ment of State; Laurence Dawson, C hief, E uscapee Program Division, 
FOA; Clement Sobotka, Escapee Program, FOA; F. B. Nolting, Jr., 
Special Assistant to the Secretary, Department of State; Philander P. 
Claxton, Jr., Office of Congressional Relations, Department of State; 
J. Murphy, Controller, FOA; L. E. Frechtling, Office of Special As- 
sistant for Mutual Security Affairs, Department of State; Wendell 
b. Coote, international administration officer, Bureau of International 
Organization Affairs, Department of State; Otis E. Mulliken, officer- 
sad charge, International Social Affairs, Bureau of International Or- 

ganization Affairs, Department of State; Dorothy D. Houghton, Dep- 
uty Director, Refugee Migration and Voluntary Assistance; Philip 

Burnett, acting “officer-in- charge, Technical Assistance Unit, Bu- 
reau of Inter national Organization Affairs; Alvin Roseman, Director, 
Office of Public Services, FOA; Virginia C. Westfall, Office of Inter- 
national Administration, Bureau of International Organization Af- 
fairs, Department of State. 
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The ¢ ‘a {AIRMAN. The committee will be in order. We have first this 
morning, the Acting Assistant Secretary of State for Inter-American 
\ fairs. Ais Sinaslen 

ane y you ready to proceed, Mr. Sparks? 

Mr. Srarks. Yes, sir. 

The ( ‘HAIRMAN. You may proceed in your own way. If it will not 
interfere with your testimony, the members may want to interrupt 


you for questions from time to time. We will be glad to conform 
to your wishes about it. 


You have a formal statement. Do you wish to put that in the 
record, or do you wish to read it ? 


STATEMENT OF EDWARD J. SPARKS, ACTING ASSISTANT SECRE- 
TARY OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Sparks. I prefer that it be included in the record, Senator, and 
then if you wish, I can give you some of the highlights of that 
statement. 

The Cuairman. It will be included in the record, then, and you 
may proceed to make such statement as you said 

(The prepared statement follows :) 


STATEMENT OF EDWARD J. SPARKS 


I am pleased to have this opportunity to appear before the Foreign Relations 
Committee to support the mutual-security program for Latin America for fiscal 
year 1956. 

The program for Latin America is comprised, as it is during the current year, 
of four parts. It includes $52.5 million for technical cooperation and develop- 
ment assistance and an undetermined portion of the funds requested for the 
worldwide military-assistance program. I plan, with the approval of the com- 
mittee, to indicate for each of the four parts of the program its general nature 
and the principal reasons why the Department of State supports it. 

1. Bilateral technical cooperation program 

Thirty million dollars is requested for fiscal year 1956. 

Our objective under the bilateral technical cooperation program is to cooperate 
with Latin American countries, Whenever they request us to do so, and whenever 
they are willing to pay their fair share of the costs, in demonstrating how, with 
the aid of modern technology, they can improve the utilization of the resources 
available to them to further their economic development and financial stability. 

The Latin American countries have, in general, the resources to support a 
higher level of economic activity than they now enjoy. Most of the funds that 
are now going, and which will continue to go, into the development of those 
resources must be from their own savings, though at the Rio Economic Confer- 
ence in November 1954, we indicated that the United States is willing to help 
increase the amount of public capital available to the Latin American countries 
which are in a position to devote such capital to productive uses. It would be 
impossible for the United States to assume responsibility for the economic and 
social development of the underdeveloped areas of the world, but we are in a 
position to carry out on a cooperative basis pilot projects in certain technical 
fields which can be expanded through the efforts and at the expense of the host 
countries and which can make a substantial contribution to their development. 

The fundamental purpose of the technical cooperation program, as is our 
fundamental economic goal in Latin America, is to make our contribution to 
the establishment in each of the Latin American countries of a stronger, self- 
reliant, and durable national economy. 

Though in carrying out the technical cooperation program we are motivated by 
humanitarian considerations, our principal reason for supporting it is that we 
believe it is economically profitable to the United States to assist in the economic 
progress and stability in Latin America, in the manner and to the extent pro- 

ided for in the program. Strong and prosperous Latin American countries 
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encourage mutually advantageous two-way trade between Latin America and 
the United States. As a part of this improved trade relationship, we obtain 
additional raw materials needed for our civilian and defense industries, The 
Latin American countries obtain additional consumer goods for their people and 
capital equipment and supplies which are essential to the success of their eco- 
nomic development programs. Our economy becomes stronger and more dy 
namic just as do theirs. Technical cooperation is therefore good business. 

The program can, moreover, be brought to bear in such a way as to lead to 
an improved utilization of Latin American resources that are a great many 
times as large as the amount spent in technical cooperation and in this manner 
can give great impetus to the economic improvement of the area. Through our 
cooperation with the Latin American countries in demonstrating on a limited 
scale how modern technology can be applied, our Latin American neighbors 
become able, if they so choose, to utilize new techniques on a much wider scale. 
Thus, the program is a relatively inexpensive way under which we can assist our 
Latin American neighbors to exploit their existing assets more efficiently. 

The program also has a number of secondary results which are beneficial. 
These include the following: 

1. As the Latin American countries become stronger economically, they 
become better able to resist communism. 

2. The economic cooperation involved in the program is the basis for in- 
creased cooperation in virtually all other fields. 

3. The program creates greater goodwill toward the United States on 
the part of the people who can understand and appreciate the extent to 
which their material welfare is improved, with our cooperation, as a result 
of the program. 

The request for $30 million for fiscal year 1956 represents an increase of 
approximately $4 million over the amount available for the program during the 
current fiscal year. In view of (a) the recommendation by Dr. Milton Eisen 
hower, in his report, United States-Latin American Relations, issued in Novem- 
ber 1953, to the effect that the program should be expanded and (b) the United 
States position at the recent Rio Economic Conference that, subject to the 
wishes of the other governments, the United States would be willing to see the 
program strengthened, I believe it desirable that this relatively small increase be 
authorized in the fiscal year 1956. 


? 


2. Contribution to technical cooperation program of the Organization of Ameri 
can States 


One and one-half million dollars is requested for 1956. 

This program is largely limited to the establis}ment and support of regional 
training centers to which all participating governments may send persons for 
technical education. It thus offers an opportunity for technicians and leaders 
from the American republics to meet together for technical training and at the 
same time exchange information on problems common to the countries repre 
sented. 

Training projects are limited to fields in which present facilities in Latin 
America are inadequate or nonexistent. Care in coordination, both in the field 
and in Washington and New York, is exercised to assure that projects do not 
duplicate activities of the United States or United Nations technical assistance 
programs. Under the program, no assistance is given to individual countries, 
but all participating countries may benefit from each project. At the present 
time, the program includes seven projects giving instruction in the following 
subjects : economic and financial statistics, housing, training of teachers for rural 
normal schools, evaluation of natural resources, child welfare, improvement of 
agricultural methods and rural life, and animal husbandry (hoof-and-mouth 
disease). The purpose of the program is to help the Latin American countries 
train technicians in the fields indicated so that the technicians, in turn, may be 
instruments through which economic productivity in Latin America may be in 
creased through improved technology. The program is especially important in 
that it provides an opportunity for all the American repubiics to participate, 
using their own funds, in a cooperative hemisphere effort to imrove economic 
conditions. Apart from its economic objectives, the program promotes coopera- 
tion and understanding among the other American republics. 

Our principal reason for supporting this program is that it is a priority 
activity of the Organization of American States, the support of which is an im 
portant aspect of United States policy toward Latin America. The program was 
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supported fully by the 10th Inter-American Conference held in Caracas in 
March 1954 and by the Rio Economic Conference held from November 22 to 
December 2, 1954. It was endorsed by Dr. Milton Eisenhower in his report on 
United States-Latin American relations which was made to the President in 
November 1953. 

Development assistance 

[wenty-one million dollars is requested for fiscal year 1956. 

(a) Of the $21 million requested, $16 million would be used for the program 
of development assistance to Bolivia which began in November 1953 and which is 
in addition to the regular technical assistance program in Bolivia. Its purpose 
is to enable Bolivia to obtain the food supplies needed to assure that minimum 
food requirements will be met, and to begin to diversify its economy so that its 
dependence on minerals exports, principally tin, may be reduced. The ultimate 
objective is the development in Bolivia of a stable economy, able to provide for 
the people of the country at least the minimum food and other essential require- 
ments, without the necessity of external aid. The country’s presently available 
resources are not sufficient to achieve this. The Bolivian Government has a 
earefully developed plan prepared with the assistance of United States and 
United Nations technicians, to overcome this condition and achieve a stable situ- 
ation, but will continue to be dependent upon imported foods which it cannot 
obtain with its present foreign exchange receipts until the program is consider- 
ably more advanced than at present. The United States should be prepared to 
continue to extend economic aid until the program can continue without external 
assistance. We are now at a point in the program at which considerable sums 
have been invested in Bolivia, and much progress has been made, but the full 
fruits of our efforts are yet to be realized. 

Of the $16 million requested for development assistance for Bolivia for fiscal 
year 1956, approximately $10 million will be utilized for the purchase of food- 
stuffs in the United States, and the remaining $6 million to provide agricultural 
machinery and equipment and other items to be utilized in connection with the 
program. The foodstuffs will meet the threat of hunger and avert possible 
starvation. The counterpart funds generated by the sale of the food shipments 
will be used to further the program, which, in order to be successful, must also 
include the $6 million of agricultural equipment, supplies and other items. 

The aid given Bolivia under this program has helped and continues to help to 
avoid hunger and chaos. That is the principal reason why the Department sup- 
ported the program initially, and why the Department continues to consider it 
essential. But, in addition, the program has been of great assistance in main- 
taining economic and political stability in Bolivia, and in aiding the Bolivian 
Government to counteract communist pressure. 

(b) Of the $21 million requested for development assistance, $5 million would 
be used for the emergency program of assistance to Guatemala which began dur- 
ing the latter part of 1954 and which is in addition to our technical cooperation 
program and our assistance, through the Bureau of Public Roads, to the Inter- 
American Highway in Guatemala. 

The development assistance program in Guatemala is intended to meet an eco- 
nomic emergency which is faced by the anti-Communist government headed by 
Col. Carlos Castillo Armas, which took power in July 1954 as a result of a suc- 
cessful revolution against the pro-Communist Arbenz regime. The Arbenz regime 
left behind it a stagnant economy, growing unemployment and a barren treasury, 
making it necessary for the new administration to look to the United States for 
help to tide it over the crucial months until normality is restored and its long- 
term development plans begin to have their effect in mobilizing the country’s 
considerable economic resources. Falling prices of coffee, Guatemala’s principal 
export, has intensified the administration’s economic difficulties. 

To help reduce immediately the critical pressure of unemployment, during the 
latter part of 1954 the United States provided Guatemala with an emergency 
grant of $3.2 million for immediate public works. This sum is being spent en- 
tirely on the Pacific Coastal Highway, a key link in Guatemala’s communication 
network. An additional half million dollar grant was allocated to the Roosevelt 
Hospital in Guatemala City, and will pay for equipment to help put in operation 
one wing of this partially completed project. (At the same time, the United 
States has resumed its cooperation on the Guatemalan sector of the Inter-Ameri- 
can Highway, and through the United States Bureau of Public Roads, has allo- 
cated $1,425,000 of the United States funds to be spent on it this fiseal year at 
the prescribed ratio of two United States dollars for each Guatemalan dollar of 
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expenditure. The United States is meanwhile carrying out a greatly expanded 
pl ogram of technical assistance in Guatemala to aid the Government in executing 
its long-term plans. 

Present information shows that at the end of the current fiscal year, the 
Castillo government will be unable to assume on its own the cost of the emergency 
works projects already begun with United States aid. The projects cannot be 
abandoned under the present circumstances. The Department is therefore sup- 
porting a budget provision of $5 million for economic development aid to Guate 
mala for fiscal year 1956, believing that amount to be the minimum prudently 
anticipated for helping see Guatemala through its crucial period of transition 

c) Because of the damage caused to Haiti by the hurricane last October, the 
United States has found it necessary to extend a limited amount, about three- 
fourths million dollars of development assistance, and to provide about $2 mil- 
ion worth of surplus agricultural commodities, to Haiti during the current fiscal 
vear. The development assistance funds are being used primarily to help repair 
irrigation systems and rehabilitate farm-to-market roads which were devastated 
during the hurricane. It now appears probable that the development assistance 
program may have to be continued into fiscal year 1956 but no separate funds 
for that purpose are being requested. If it is decided to continue such assistance 
in fiscal year 1956, the necessary funds will be drawn from any appropriate avail- 
able source authorized in the Mutual Security program. 





,. Mutual defense assistance program 

Che portion of the funds requested for the worldwide military program which 
will be used in Latin America has not been determined. 

Che military assistance program in Latin America has very limited and specific 
objectives. In time of war we would rely heavily on Latin American raw mate- 
rials to maintain our economy in full production, and the Latin Americans would 
in turn rely on us for imports which they require to maintain the stability of 
their economies. The maintenance of this vital trade in time of war will be de- 
pendent on protection of the inter-American sea and air routes of communication 
and certain strategic installations. The purpose of this program, accordingly, 
is to provide Latin American countries with the type of equipment and training 
they will need in order to assume a part of the burden of safeguarding such lines 
of communication and installations. 

Equipment, and training in use of the equipment, which the United States sup- 
plies to Latin American countries under the program are supplied in accordance 
with bilateral military agreements. Such agreements have already been con- 
cluded with eleven participating countries: Brazil, Chile, Colombia, Cuba, Do- 
minican Republic, Ecuador, Haiti, Honduras, Nicaragua, Peru and Uruguay. 
These agreements come within the framework of the Inter-American Treaty of 
Reciprocal Assistance, which established the principle that an attack upon one 
party to the treaty constitutes an attack upon all. The agreements are also in 
furtherance of the resolution on inter-American military cooperation adopted at 
the fourth meeting of Consultation of Ministers of Foreign Affairs which urged 
the American republics to orient their military preparation toward the common 
defense of the hemisphere, rather than to confine it to the defense of their in- 
dividual countries. 

The State Department supports this program because it is a means by which 
the other American republics share in the responsibility for discharging certain 
roles in the defense of the hemisphere. Another important reason for our sup- 
port is that the program is a means of encouraging greater cooperation in the 
military field among all of the American republics. 


Mr. Sparks. I regret that Mr. Holland isn’t here this morning, but 


unfortunately he had a speaking engagement and asked me to take 
over for him. 


TECHNICAL ASSISTANCE TO LATIN AMERICA 


We have a modest mutual security program in Latin America for 
the new fiscal year. Actually we are asking for an amount that totals 
$52.5 million. Of that amount, $31.5 million will be for bilateral tech- 
nical assistance. It is about $5 million higher than the amount avail- 
able in the current year. 
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One of the reasons why we are asking for an increase in that par 
ticular item ts that the technical assistance program in Latin America 
as Worked out extremely s atisf: ctorily. 

1. addition to that. at the eae ‘ conference at Rio, which took 
— last November, we gave indications that we would be prepared 
if the nations of Latin America, so requested, to give them further 
assistance along that line. 

In addition, we are asking for $21 million for development assist- 
ance. Of that amount $16 million is contemplated for use in Bolivia 
and $5 million for use in Guatemala. 

We are not too sure about these figures, particularly with respect 
to Guatemala, because when we made our original calculations, we did 
not take fully into account what might be the consequences as a re- 
sult of the fall in coffee prices. 


SITUATION IN BOLIVIA 


The Crarrman. What did you say was tentatively earmarked for 
Bolivia ¢ 

Mr. Sparks. $16 million. 

The CHairrman. Can you tell usa little about that / 

My purpose for inquiring is that I have just received a letter which 
complained about conditions down there, particularly as to commu- 
nist control and diversion of funds in Bolivia. 

Can you tell us something about Bolivia / 

Mr. Sparks. I think I can, Senator. 

[ was Ambassador for about 214 years in Bolivia. I arrived 
Washington du Ing the first days of November last year. 

The Cuarrman. I knew you had been m Bolivia, and I hoped you 
could give us something about that. 

Mr. Sparks. I arrived there in June 1952 after the revolution had 
taken place and we had recognized the new government. When I 
arrived there I found a serious situation resulting mostly from the 
fact that it had been a revolution that had emerged from the bottom. 
It was not a palace coup or a revolution of that type. 

The government is a little left of center. So far as I was able to 
gather from my own knowledge of the situation and information sup- 
plied me by some of our sources, the new government really had the 
intention to do something about what you might call, Senator, the de- 
plor: ub le conditions in that country. 

T un he and this is an executive session. 

The Cuatrman. Yes, sir. This is supposed to be strictly executive. 
hiegiian you wien to put off the record, vou may even do so. How- 
ever we would like to have some information about Bolivia. 


THE MNR GOVERNMENT IN BOLIVIA 


Mr. Sparks. There was some background to this new government. 
Back in 1943, during the war, this same political party, called the 
MNR, had come into power, together with the military forces in 
Bolivia. 

The CHarrman. What does MNR mean? 

Mr. Sparks. It means National Revolutionary Movement. Revolu- 

nary, which is the literal translation, really means reform, not revo- 
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ECONOMIC PROBLEMS 

But in the early part of 1953 after hostilities i ceased in Korea, the 
ottom fell out of the metals market, with the result that the price ot 
n. which is their principal commodity, fell from 31.2114 cents a 
pound down to the low seventies. For each cent that tin fell per pound, 
meant a loss in foreign currency receipts to the Government In excess 


f $700,000. 

So suddenly in the middle of 1953, Bolivia found itself confronted 
with an extremely serious problem. About half of its agricultural 
products for consumption were imported from abroad. It was neces- 
sary under those circumstances to find means to bring in those neces 
sary agricultural products in order to avoid starvation. 

\s I saw the situation it seemed to me that within a very short time 
there might well be chaos in a country like that. 

Chaos to me is an extremely serious thing, and I believe that in cases 
like that it is desirable to take whatever measures may be available to 
prevent it from occurring. 

In July of a Dr. Milton Eisenhower visited Bolivia together 

ith rep! Se tives from the State Department, the Treasury, and 
Commerce. Thes had a good detailed look at the situation. They 
agreed that something should be done. 


MUTUAL ASSISTANCE AGREEMENT WITH BOLIVIA 


In November of 1953 we made an agreement with the Bolivian Gov 


ernment to grant them assistance of an economic nature. At that time 
also in November, just after that agreement was concluded, Senator 
( apeh irt and Senator Frear came through there, and also had a close 
look at the situation. 

They likewise agreed that something should be done. What vw 
have actually done is to supply Bolivia with surplus commodities 
from the ¢ ‘ommodity Credit Corporation. The President of Bolivia 
indicated clearly that it was not ac risis of internal currency. It was 
2 crisis which involved Bolivia’s inability to have the foreign currency 
necessary to purchase these food products. On that basis, arrange 
ments were made that grants of food be given to Bolivia and they 
were sold through commercial outlets, and the local currencies gen 
erated by those sales were put into a special fund to be used to imple 
ment a basic plan for the diversification of the economy of the country. 
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UNITED STATES AID CHANGED ATTITUDE OF BOLIVIAN GOVERNMENT’ 


Senator Arken. Isn’t it likely that our assistance to Bolivia did 
prevent the overthrow of the government by revolutionary forces ? 

Mr. Sparks. I can say quite frankly and categorically, Senator, that 
our assistance to Bolivia changed the attitude of the Bolivian Govern- 
ment 180 degrees from antipathy toward the United States to friend- 
ship toward the United States. 

Having made the supplies available to the country, it saved Bolivia 
from chaos. It saved them from communism and the extreme left. 


BOLIVIAN ECONOMY 


Senator Arken. Haven’t they now developed other sources of reve- 
nue besides their tin—particularly oil ? 

Mr. Sparks. They are in the process of doing that. When I arrived 
in Bolivia in June of 1952, they were producing 800 barrels of pe- 
troleuma day. Today they are producing or have capped wells pend- 
ing the construction of the necessary pipelines between 10,000 and 
12,000 barrels a day. 

They have done that entirely with their own funds. They were 
a net importer of petroleum to the extent of about $8 million. Today 
I should say they are a net exporter, although their pipelines are not 
yet finished, of maybe $2 to $4 million. 

In my opinion, that is one of the sources which will permit the 
United States to withdraw from this operation in a relatively short 
time, because they do have oil there. They are prepared to go ahead 
and develop it. They are encouraging private oil companies to come 
in. At the present time we are dise ‘ussing with them an oil code. We 
have made arrangements through FOA to get an oil adviser down 
there. I feel quite certain that perhaps within a month, some kind 
of an oil code will be produced in Bolivia which will attract American 
oil industries to go in there and develop. 

Senator Arken. As I understand it, previously most of the food 
which Bolivia produced was in the east side of the mountains, while 
most of the people were on the west side, and they couldn’t use their 
own food. Through our assistance they have been able to develop 
transportation systems which will enable them to use more of their 
own production as time goes on. We are also showing them how to 
produce, if I am correctly informed. 

Mr. Sparks. That is entirely correct. 


CONTRIBUTION OF FOA TO DEVELOPMENT IN BOLIVIA 


I might add one little thing that the FOA was able to do in Bolivia. 
They have agricultural experimental stations. In one they examined 
some 2,000 varieties of wheat seed. They were finally able to find 
three of those varieties, which will produce about 30 to 35 percent 
more per acre than any of the other seeds used before. That is a 
definite contribution. 

Another contribution was in the introduction into Bolivia of what 
they call Cuban yellow corn. It grows in the lowlands and will pro- 
duce about 250 percent more per acre than the corn they had previ- 
ously been using. Those are concrete examples. 
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Senator ArKEN. You have no doubt but what Bolivia will become 
entirely self-sustaining just as soon as they are able to convert th 
latent wealth into purchasing power / 

Mr. Sparks. I believe that very firmly. 

Senator AIKEN. It strikes me that Bolivia is pote ntially 
wealthy country with the tremendous resources the vy have. 
they don’t have e nough money to develop the resources. 

Mr. Sparks. Yes. I believe if we can continue this aid for anothe 
2 years, they will have made really very substantial progress ct 
the diversification of their basic economy and getting away from this 
sole dependence upon tin, because tin does not have the value in the 
world today that it had during World War II when it was so sought 
after. 

Senator ArkeNn. It seems to me that Bolivia has been one of our best 
nvestments. 

Mr. Sparks. I like to believe that, Senator. 


a very 
However. 


POLITICAL STABILITY OF BOLIVIA 


Senator Humpnrey. Mr. Chairman, in reference to Bolivia, we had 
Dr. Milton Eisenhower here before the Subcommittee on Technical 
Assistance. I would like to get an idea as to the political stability 
in that area. 

Mr. Sparks. My opinion, which is confirmed by our Embassy and 
other sources of information in Bolivia, is that there is no danger at 
all to stability at this time or in the immediate future. The leaders 
have been able to establish the confidence and support of the vast 
majority of the people. 

Like in all Latin American countries, there is an opposition. There 
are groups who would like to be in rather than out. 

Senator Humpnrery. May I say that is not unique for the Latin 
American countries. 

Mr. Sparks. I think we see eye to eye. 

The stability looks well there. Of course, if you pull out the props, 
which is our economic aid to Bolivia, then I would not be willing to 
venture what might happen after that. 

Senator Humpnurey. How was the present head of the Government 
chosen ¢ 

Mr. Sparks. There were elections in 1951 in which Paz Estenssoro 
was one of the candidates. 

As a consequence of that election he had a plurality, not a majority. 
Under the constitution of the country, it was necessary that the elec- 
tion be referred to the Congress for decision. Instead of doing that, 
the Government turned over the power to the military and canceled 
the elections, so he was never constitutionally elected. 

Actually, if it had been submitted to the Congress at that time, the 
probabilities are that he would have been confirmed as President of 
the country. 

Senator Humpurey. Have there been any elections since 1951? 

Mr. Srarks. No, there have not been. They are talking about elec- 
tion a year from now. It probably has been necessary to defer elec- 


tions until the situation was more consolidated than it has been up 
until now. 
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meenator Ht MPHREY. | had heen led to believe that there Was a con- 
» 


derable amount of friction and tension in Bolivia. While I am svim- 


Citeil « 


net to our economic and tee hnical assistance to the Latin Ameri- 
S ‘ I think there are so m inv ec hange s of heads of vovernments 
that it is hard to keep up with who is going to be running the show. 
Mr. Srarks. I beheve Bolivia had the envious reputation of having 
1 178 revolutions in one-hundred-and-fifty-odd years of existence. 
Senator Humpurey. That is what I refer to. 
M Srarks. This government has been Ih power how Long into its 
ourth year, which I think is relatively a greater stability than there 
eng rh The past 
tor GrorGre. Senator Green wishes to ask a question. 
MAJORITY BENEFIT BY UNITED STATE! \l 
senator GR EN i aim very Ory oO have bee late If you have al 
red this already, I will find it in the record. 
ve be n Bolivia and have been very much Impressed that 
rf thistal nges of ad nimnisti ition, it still remains the out 


nding fact that the great national wealth of the country is used for 
ie benefit of the few. If that is still the condition there, this money 


hat we appropriate will be for the benefit of relatively few. 


[ would like to have your comments on that. If you have covered 
the subject, 1 will read it in the record. 


Mr. Sparks. We havn't touched on that parti icular pomt, Senator. 


One of our conditions in supplying this assistance to Bolivia has 
been that it would >from the Ameri an people to the Bolivian people. 
ha : : ; 
Phat has be n our objective. bh S$ true, 1m my Opinion, trom the infor- 


mation I have available, that in the past the deve lopment of the wealth 


The declared polic y, the manifested 


iplementation of that policy of the new Government in Bolivia, is 
to divide that more equitably to see that the standard of living of the 


: a, le as a whole is raised, and I have seen some sincere, conscientious 
lorts ee the part of that government to achieve that objective. 

{ think in furnishing this aid to Bolivia, we are giving it to the peo- 
ple of Bolivia. Naturally, in any large operation there may be some 
parts that will go away into some individual hands, but from my 

bserv: ation down there—and we made every elfort to control it we 
feel sure it has been well and honestly handled, and it is redounding 
the seafil of the people of Bolivia as a whole and not of individuals. 

Senator Green. When you say you made every effort, do you mean 

it your efforts have been successful ? 

There is a great deal ot difference bet ween making every effort and 
having a suecessful result. 

Mr. Sparks. I have had many people in FOA operations in Bolivia 
look into the matter to see if there were any leakages, and whether it 
vas not going where it was intended to go. They have all come back 
to me with a negative report. 

IL made inqui ries of my own among the people I knew there. IT had 
no evidence that it wasn ‘ going W here it was intended to go. 

Senator Arken. The fact that the mone y goes into roads and se ‘hools 

id things of that sort is of itself a bene fit to all the people. The fact 
that, while the Government took over the tin mines, they are giving 


Lit: 
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private industry al opportunit) to develop the other wealth of the 


country. and that is bound te ro asa whole : 

Mr. Sparks. I would add this natural development around Santa 
Cruz. which is in the lowlands, the pat of the country they are ae o 
to devel op Tor ag riculti ral purposes. Last September sel ator Hi 
looper came down ‘age and we went over the area together. Te IS 
eally startling to see the developments and progress that are being 
made. Thev are « ncouraging migrate n into this area, both for thei 
own people withi: the country —and they look with favo1 upon Mgra 
tion from abroad. 

We did arrange. through the Defense Department, for the migra 


tion of Okinawans there, and the ‘vy are s ettlect ra 3a area at the pres 
ent time. 

This accrues to the benefit of all the pr opl 

| fee] certain that the moneys that we have sup] l 
bee! employed specifically for the objectives for which they were 


intended. 


EARMARKING OF FUNDS 


Senator GREEN. Can this money be earmarked | 


Mr. Sparks. It is, as a matter of fact, because we make out these 
programs at the beginning of the year, when the funds become avail 
able, as to what they will be expe nded for. We have n 
on that. I found with the Government—and I refer 


dent, the Vice President, members of the 


eans of checking 
now to the Presi 
cabinet and the people 

charge of their development organ izations—that they a 


re absolutely 
frank and look for our counsel. The advice is Olveh 1h a Way SO aS 


not to cause anv irritation, but they are elad to receive it. We know 
what they are doing. We help in their planning, and we control the 
expenditures. 

Senator Green. Have you submitted any proposals for earmarking 
these funds? 

Mr. Sparks. May I let Mr. Hardesty answer that. He is the presi 


dent of the Institute of Inter-Ameri an Affairs. He knows the details. 


I know it ina general way, but he can give you the details. 
MINING AND AGRICULTURE IN BOLIVI 
Senator GREEN. Before we do that, let me ask you this. In general, 
how would you divide the we 


alth of the country between the minerals 
and agriculture ? 


Mr. Sparks. Up until April of Bolivia was almost exclusively 
a mining country. Actu: ally, the economy of t] 
organized that it bent every effort tow: ard mini gy. The desire nov 
under this di versification plan is toc anes that concept. We want 
Bolivia to be able to grow enough food to feed itself. That is what 
the plan is aimed at. 

F's houk | say in about 5 years that there will be some kind of equi 
librium between agric ulture and mining. Minin or W 
the maimstay of Bolivia for many years tocome. W 
gets out of the picture remains to be seen. 

jy hey have all kinds ot mine ‘rals there. | once heard a dese r Iption 
of Bolivia as a beggar sitting on a throne of gold. That 
amounts to so far as their mineral resources are concerned. 


+ ] ] 
ie country had been so 


ill continue to be 
hether tin finally 


is what it 
They will 
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have to be developed, but what we want before that is that they be 
able to feed themselves, so that they not again get into the position 
where they were in 1953. ; 

Senator Green. My question is: At the present time how would you 
divide those two groups ? , 

Mr. Sparks. I would say by a great majority it is a mining coun- 
try. Agriculture is a small part of it. ; 

Senator Green. Could any of this money be used in the further 
development of mining ? ; 

Mr. Sparks. We have not touched the mining industry, at all, Sen- 
ator. One of the reasons for that decision was that where the funds 
are required in the mining industry, it is in the Big Three tin mines. 
Bolivia expropriated those mines. Therefore, we did not wish to 
make funds available which might encourage further expropriation 
abroad. ‘That is the reason we have not given any assistance to the 
mining industry. 

Senator Green. I don’t quite understand the answers to those two 
questions. 

Mr. Sparks. Well, on the first question, as to the relative position 
between agriculture and mining, mining is predominantly the major 
industry in the country. The plans for the diversification of the econ- 
omy contemplates developing agriculture and that development 

Senator Green. That is the future. I am talking about the pres- 
ent. 

Mr. Sparks. That is going on at the present time. Actually, in the 
Santa Cruz area they are putting in feeder roads and clearing the 
land. 

Senator Green. I understand that is the trend, but could you give 
us any idea as to percentage, if you want to use that form, between 
the two. Is mining three times as large as agriculture as a national 
industry ¢ 

Senator Arken. The outside cash income is almost wholly from 
mining and oil. 

Mr. Sparks. The outside cash income is in excess of 90 percent from 
mining. About 66 percent comes from tin alone. So the principal 
part of their foreign currency availabilities come from mining. You 
might say, therefore, that is where the problem has arisen. As for- 
eign currency income has been cut back they have not had the foreign 
currency necessary to buy the food supplies which they previously had 
imported from abroad. 

Senator Green. That is the subject to which I am directing my 
questions. Would youstill say it is about 90 percent ? 

Mr. Sparks. So far as foreign currency earnings are concerned, at 
least 90 percent, sir. 





PERCENTAGE OF MINING INCOME PAID TO GOVERNMENT 


Senator Green. What percentage of the income from that goes to 
the government ¢ 

Mr. Sparks. At the present time of the income from mining I should 
gather that maybe 65 percent finds its way to the government. But 
then the government is operating the Big Three Tin Mines, so what 
money they get from that goes for the operating expenses and still it 
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is not enough to cover the operating costs. They have been operating 
on a deficit-financing basis in their local currency budget t. 

Senator GREEN. — wouldn’t be all profit, the n? 

Mr. Sparks. No; it is a loss. That is the big problem in Bolivia 
today, the inflation arising out of deficit financing of the operations 
of the Big Three Tin Mines. 

Senator Green. Am I wrong when I say that the three mines oper- 
ated by the government are only a part of the mineral wealth of the 
country. 

Mr. Sparks. No, sir, you are not wrong. 

Senator Green. What percentage of the total is the government 
operating ¢ 

Mr. Srarks. The government is operating today, I should say, in 
the metal mining industry about 90 percent. In the petroleum indus- 
try it is operating almost 100 percent. There is one private operation 
at the present time, Glen McCarthy. I understand other people are 
looking into that, and that the operations of the McCarthy group may 
be renewed. The government itself is now drafting a pet roleum code 
which should attract operators into Bolivia to develop their petroleum 
resources, which are believed to be enormous. 

Senator Aiken. Am I right in my understanding that at present 
Bolivia is encouraging the private development of tourist and recrea- 
tion business ¢ 

Mr. Sparks. Yes, sir. 

Senator Arken. This would further diversify their income ? 

Mr. Sparks. That is correct, sir. 

Senator Arken. They are a very scenic country but have been 
comparatively inaccessible ¢ 

Mr. Sparks. Yes. 

PLANS FOR DIVERSIFICATION 


Senator Green. Is the government directly interested in agri- 
culture or does it just encourage private initiative 

Mr. Sparks. It is a combination of both, I think, Senator. After 
all, the plan for the diversification uses funds of the government. 
First, they are trying to encourage the Indians to move off the moun- 
tains, and go down into the v valleys. That is not as easily accomplished 
as might seem. Apparently, the Indians, from long history, have had 
a very unfortunate experience when they got down into the v: alley. 
They usually develop tuberculosis. 

Senator Green. To go back to our previous question, as I under- 
stand your answer, the mining is 90 percent of the income of the 
country and the Government owns over 90 percent of that. 

Mr. Sparks. No, sir, allow me to correct you there. It is not 90 
percent of the income of the country. It is 90 percent of the foreign 
exchange earnings of thecountry. ‘There isa difference. 


ECONOMIC ASSISTANCE AGREEMENT WITH BOLIVIA 


Senator Green. That is why I raised the question. How does that 
affect this appropriation? How much of this goes to the Government? 
Mr. Sparks. All of this money goes to the Government, because we 
give them this food which they sell. The local currency generated by 
that sale is put into the financing of the projects for dev elopment 
which the Bolivian Government has set up in consultation with our 
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people in Bolivia and which we approve, so in direct answer to your 
question, it all goes to the Government, but actually the Government 
just simply acts as a disbursing agent for implementing a program 
that has prey lously been agreed upon W ith the United States. 

Senator Green. It has been agreed upon, otherwise the 
not take effect 7 

Mr. Sparks. That is right. 
whie 


grants do 


We have an overall general agreement, 
h was signed November 6, 1953, and we operate pursuant to that 
agreement. 

Senator GREEN. | ‘his W ill be under the same conditions 4 

Mr. Sparks. This will be exactly under the same conditions as out- 
lines at that time in 1953. 

Senator Green. Have we a copy of that here / 

Mr. Sparks. That could be made available to you, Senator, if you 
do not have it already. 

Mr. Harpestry. That is a copy of the overall agreement we have 
with Bolivia? 

Senator GREEN. Yes. 

Mr. Harpesty. We can furnish it. 

Senator Grorce. That will be furnished. 

(The text of the agreement follows:) 


Economic ASSISTANCE AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 


ES OF AMERICA AND THE GOVERN MENT OF BOLIVIA 


Sera 
The Government of the United States of America and the Government of 


Recognizing that the Government of Bolivia has urgent need for extra 
ordinary economic assistance and that to a large degree this need is due t 
the fact that Bolivia has not to date been able to make adequate use of her 

resources : 

Considering that the Government of the United States of America has 
enacted legislation enabling the United States to furnish agricultural com 
modities and other economic assistance to the Government of Bolivia to 
help meet its urgent requirements; 

Desiring to set forth the understandings which govern the furnishing of 
uch assistance by the Government of the United States of America, the 
receipt of such assistance by the Government of Bolivia, and the measures 
which the two Governments will take individually and together in fur 
therance of the above objectives; 

Have agreed as follows 


ARTICLE I 


Subject to the terms and conditions of United States legislation authorizing 
such assistance, the Government of the United States of America will furnish 
the Government of Bolivia, in accordance with its request, such agricultural com- 
modities and other economic assistance as may be requested by it and agreed to 
by the Government of the United States of America, in the form of a grant in 
order to help prevent serious economic dislocation and mass suffering threatened 
by the unfavorable developments in Bolivia’s economy and to help Bolivia’s 
efforts to increase the production of food and other commodities so as to lessen 
her extreme dependence for basic food and other needs on mineral exports 
To the extent that commodities, the subject of this agreement, may be obtained 
other than by United States Government procurement, the Government of Bo- 
livia will cooperate with the Government of the United States of America to 
assure that procurement will be at reasonable prices and on reasonable terms. 


ARTICLE II 
In order to assure the maximum benefits to the people of Bolivia from the 


assistance to be furnished hereunder by the Government of the United States 
of America, the Government of Bolivia undertakes to: 


Eb BEAT INTE 
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(a) prepare, in consuitation with represelitatives of tine Government of 
the United States of America, a plan for the distribution of the food made 


available under this agreement among the people of Bolivia luding a 
provision for supplying those who by virtue of circumstances beyond thet 
control are unable to pay for it, and to distribute tl fou cordance 
with such plan. In the second of the cases meitioned d nut iv 


be made through social welfare institutions, such as asylums, orphanages, 
and charity institutions operating in Bolivia 


(b) pursue all appropriate measures to red 





economic assistance and to prepare, in consul with representatives of 
the Government of the United States of America, a plan for Increasing pro 
duction and improving the distribution of food and other cotimodities with 
a view to the fuller economic utilization of Bolivian resources so as to lessel 


the danger of similar emergencies in the future 


ARTICLE III 


1) Recognizing that the value to Bolivia of an assistance program will be 
enhanced by the expenditure of the local currency derived from this aid rendered 
by the Government of the United States of America, the Government of Bolivia 
will establish in its own name a special account in the Banco Central de Bolivia 

hereinafter called the “special account”), and will deposit in this account 
promptly the amounts of local currency equivalent to the sums accruing to the 
Government of Bolivia, after deducting transportation expenses and handling 
ost to that Government, from the sale of the commodities supplied under this 
igreement on a grant basis or otherwise accruing to the Government of Bolivia 
as a result of the port of such commodities. The Government of Bolivia n ay 
at any time make advance deposits in the special account 

(b) The Government of the United States of America will from time to time 
notify the Government of Bolivia of its local currency requirements for admin 
istrative expenditures incident to the furnishing of assistance under this agree 
ment and the Government of Bolivia will thereupon make such sums available 
out of any balances in the special account in the manner requested by the Gov 
ernment of the United States of America in its notification 

(c) The Government of Bolivia may draw upon any remaining balance in the 
special account for the benefit of the people of Bolivia in connection with 
programs to increase food produc tion and for such other projects nnd programs 
as may be agreed upon from time to time by the two Governments 


such 


ARTICLE IV 


(a) The Governments will, upon the request of either of them, consult regard 
ing any matter relating to the application of this agreement and to operations 
thereunder. The Government of Bolivia will provide such information as may 
be necessary to carry out the provisions of this agreement, including statements 
on the use of the assistance received hereunder and other relevant information 
which the Government of the United States of America may need to determine 
the nature and scope of its operations under this agreement and to evaluate the 
effectiveness of the assistance furnished or contemplated 

(b) The Government of Bolivia will give full and continuous publicity ir 
Bolivia to the objectives and progress of the program under this agreement 
ncluding information to the people of Bolivia that this program is evidence of 
the friendship of the people of the United States of America for them, and will 
inake public, upon termination of this program and at least once each quarter 
during the course of its operation, full statements of its operations hereunder, 


t including information as to the use of the assistance received and the use of the 
local currency deposited in the special account, 
ARTICLE V 
The Government of Bolivia agrees to receive persons designated by the Gov 
ernment of the United States of America to discharge the responsibilities of the 
; Government of the United States of America under this agreement and to permit 
* 


such persons to observe without restriction the distribution in Bolivia of the 
commodities and services made available hereunder, including the provisions of 
the facilities necessary for the observation and review of the carrying out of this 
agreement and the use of the assistance furnished under it Upon appropriate 


notification from the Government of the United States of America, the Govern 
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ment of Bolivia will grant such persons the privileges and immunities accorded 
to employees of the Government of the United States of America assigned to 
duties in Bolivia in connection with Cooperative Technical Assistance Programs. 


ARTICLE VI 


All or any part of the assistance provided hereunder may be terminated by the 
Government of the United States of America if it is determined that because of 
changed conditions the continuation of the assistance is unnecessary or unde- 
sirable. The termination of the assistance under this provision may include 
the termination of deliveries of any commodities scheduled hereunder and not 
yet delivered. 

ARTICLE VII 

This agreement shall come into force on the date of-signature. 

Done at La Paz in the English and Spanish languages this 6th day of November 
1953. 

For the Government of the United States of America: 

[signed] Epwarp J. SPARKS 


For the Government of Bolivia: 
[signed] FEDERICO For1uN 


[SEAL OF THE GOVERNMENT OF THE UNITED STATES OF AMERICA] 
[SEAL OF THE GOVERNMENT OF BOLIVIA] 


NATIONALIZATION PROGRAM 


Senator Arken. Up until the time that they nationalized the tin 
mines, the people of Bolivia were given nothing at all out of that tin. 
Once they started in the nationalization program didn’t they offer spe- 
cial inducements for private industry to undertake operations in Bo- 
livia, particularly in the recreation field? I believe they offer tax 
exemptions for so many years. As I understand it, the Government 
had to do this, because private industry wouldn’t go into it except on 
such terms that a few people living outside the country got everything 
and left nothing at all for the people who lived there. 

Mr. Sparks. That is correct. I have never seen living conditions 
so deplorable as they are in Bolivia among the Indian population. 

Senator Arken. There were only 500 doctors, 500 schoolteachers, 
with no money to pay anybody. What could you expect ? 


DEVELOPMENT OF TIN MINES IN BOLIVIA 


Senator Humpnrey. What foreign capital was invested in those 
tin mines before? What nationals, from what countries? 

Mr. Sparks. Primarily, Bolivia. Simon Patifio, the old Bolivian, 
developed the tin mines in Bolivia and then went abroad. 

Senator Humpnrey. Where did he go? 

Mr. Sparks. He was primarily living in France. He spent a short 
period of time in the United States, but principally he lived in France. 
He organized in the United States, the Patifio Mines Enterprises Con- 
solidated, Inc. It was a Delaware corporation. It was organized for 
a part of his operations in Bolivia. 

We have looked into that very carefully and today there may be 
almost 50 percent American holdings in that one company. 

Senator Humpnrey. Was that expropriated ? 

Mr. Sparks. Yes, sir. 
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Senator Humpnrey. I hope they haven’t gotten a nickel back. I 
think this country ought to look into situations whereby the people 
of a country are exploited, and the United States is forced to pour in 
millions of dollars. As far as I am concerned, our Government ought 
to take some kind of action against these people. 

The Bolivian Government has expropriated them. That is not 
enough in my book. I don’t see why we should vote money, even 
though I want to help the people, every time we hear of a case like 
this. In every case there is always a slick operator who has exploited 
everybody until the country is in an uproar, and the taxpayers here 
have to bail them out. 

I think these people ought to be in jail. We have the wrong people 
in jail. That is just a personal view, but strongly held. 

Mr. Sparks. The question was asked before whether the revenues 
from the mining industry went to a few or a great many of the people. 
It has always struck me as very indicative that this man Simon Patino 
of Bolivia started without a cent in his pocket and became almost 
the second richest man in the world. 

Senator Humpnrey. Is he in jail now? 

Mr. Sparks. He is dead. His son lives in Paris. He has been in 
the newspapers and social columns, mostly. 


EXPLOITATION 


Senator Humpurey. When we consider aid to Latin American 
countries, where there have always been prime examples of capital 
exploitation and human exploitation, we ought to know a little bit 
about these characters who get these countries into a mess that neces- 
sitates the taxpayers of this country bailing them out. 

We never get this information. Every time I hear of something 
that has gone wrong, the people behind it are at the French Riviera 
living off the fat of the land. 

If it is a Delaware corporation, that means we are in it, too. If 
a company has done this kind of thing, I want to know why our Gov- 
ernment hasn’t looked into this. 

It is the same old trick all the time—Indochina, Bolivia, et cetera. 
Name any country you want to where you find trouble, and somebody 
has made money out of the people. 

It shakes my faith in foreign aid, even though I want to have 
strong faith in it. 

Go ahead, I am sorry. It is just my own personal feelings about it. 





COMMUNISM IN BOLIVIA 


Senator Smirn. There is one question. I wasn’t clear as to the 
answer to the question that was put to you by Senator George. He 
referred to a letter he had received charging that the present Govern- 
ment is controlled by Communists. Are you satisfied that we won't 
have this country under Communist domination ? 

Mr. Sparks. I am absolutely satisfied that it is not. 

Senator Smirn. There is nothing to this charge? I saw the letter 
and it somewhat alarmed me. 
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Mr. SPARKS, We analy zed it from every point of \ iew to determ 


i’ 
whether or not there was Communist infiltration, and we have reached 
the cone lusion thatitis inno wav controlled by Communists 

Senator Smirn. So long as that is vour view. 


Phe CuatmMan. All right, you may proceed. 
DEVELOPMENT ASSISTANCE TO BOLIVIA 


Phe Cuamman. The thing that struck me with a good deal of force 

was that the development assistance requested for the fiscal year 1956 

iounted to $21 million. Of this $21 million. $16 million would be 
for program of development assist: ince to Bolivia. 

I brought lip the letter because ] wished t To he reassured on the 
points that Senator Smith emphasized, and also to see just how the 
S16 million to Bolivia was going to be used. 

You have stated to us that some $10 million of it would be used for 
the purpose of p ro iding food. 

Mr. SPARKS. Yes, sir. 

The Cramman. And the counterpart funds credited to the Com 
modity Credit Corporation would then become an assistance fund for 
the Bolivian Government, for the Bolivian people. You told us that 
a certain portion of this $16 million would be used for the purpose 
of stimul: ating their own production of food sup yplie S. 

Mr. Sparks. Yes, sir, that is correct. 

Phe CHAIRMAN. No w you may proceed from that point. We may 
have other questions on Bolivia before we finish. 

Mr. Sparks. It is broken down into 2 amounts: $10 million for food, 
which, as you say, will be used in counterpart funds for the develop 
ment program ; and $6 million for deve lopmer it assistance. The devel 
opment assistance will consist primarily of agricultural implements, 
insecticides, some industrial equipment, and roadbuilding, particu 
larly for the feeder roads in and around the Santa Cruz area. 

We feel very strongly, Senator, that if we can help them develop 
this agricultural area around Santa Cruz, and they will thereby be 
ile to obtain the foods which they must now purchase from abroad, 
we will push them well along ona road to a more stable economy than 
they have at the present time, particularly with the low prices of 
minerals so far as Bolivia is concerned. 


} 
i 


PETROLEUM DEVELOPMENT 


\s I said, in addition to that, I am sorry if I repeat myself a little 
bit. they are making great progress in the development of their petro 
leum resources. As they become an exporter of petroleum, that will, 
in mv belief. eventually be able to replace a large part of the income 
they have previously gotten from minerals—or rather metals—which 
they do not get today in the same proportion as they did before. 

| think that covers Bolivia, unless you have specific questions. 

Senator Green. May I ask a question about the development of the 
petroleum? Is that by the Government itself ? 

Mr. Sparks. That is by the Government at the present time, Senator. 
We have sent down a special consultant on petroleum in order to draft, 
with the Government, a code which would make it attractive for pri- 
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vate enterprise to go into Bolivia and develop their petroleum re 
si rces, | understand that code mav be ready wit] i a 
he it s ready, there is a food possibility that Vate enterpris 

. I « . 


would 0 in there. 
{ do know when I was there. the Richmond Qi] ¢ o. of California 
ad several conversations W ith the Government, looked Over the land, 
d vus interested. 


q ] ] ] ] } 
{riel Me arthy came aqown there and he did some exploration and 


aiso some exploitation. It has hot vet worked ou very ell 
lL had been told that there were some violatio on his part int 
0 ial procedures for drill if wells. But there mother vroup he 
A 


resting tself with Mi MO urthy tO carry oO} t! at WOrkK, 


ihnere are other people interested In going 1n thel 


a ( provided tlie 

petroleum code makes it attractive for them to go in. We have com 
el assurance from th President and the Government of Bol 

{ they waht private enterprise to go in there and develop the 
pet? i 

Senator Green. Then it is anti Iipated that this appropriation | 

sed for that purpose ¢ 
\ir. Sparks. No, that is not contemplated. 
Senator GREEN. It doesn't depend on this, at il] The development 


take plac e anyway / 


PETROLEUM COD! 


\Ir. SPARKS, We are paving a small fee tO st ic 4 MAN down thy re 


the situation and advise with the Bo ivVian Government 


o study 
what would be an attractive and adequate petroleum code, 

Senator Humrurey. Is this a Government man you are sending 
aqowh or a private industry man ¢ 

\ir. Searks. A private-industry man. 

Senator Humpurey. Are you going to have a look at the code o1 
will you have another tin deal 

Mr. Sparks. We will certainly have a look at the code. 

Mr. Humpnrey. Do you have any control over it 

Mr. Srarks. 1 wouldn’t say necessarily “control.” We would be 
“ul ie to see it and be able to make suggestions “al d corres tiol 5. ‘| he 
person whom we have sent down there is sunply a consultant to the 
Bolivian Government. 

Senator Humpurey. What company is he from‘ 


Mir. Sparks. He works on his own. His name is Davenport. Asa 
matter of fact, he is a lawyer whom I have know n for several years. 
| knew him in Venezuela. He advised the U ape States Steel Co. 
there, in their development. He is very favorably known to Mr, Her 


bert Hoover, who has worked with him in iin aia He has a very 
high prestige in the oil industry. 

Senator Humpnrey. My concern again is that I am for American 
capital and other capital going into these countries. However, ] 
am not for having people go in under our sponsorship and take out 
everything they can. After they have created revolution and hard- 
ship, we are forced to bail out the country, and they get away with it. 

Mr. Sparks. | would say this approac h i is along the lines you would 
like. 


CORR Biatise secre 
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TECHNICAL ASSISTANCE 


Senator Smirx#. What would happen if we withdrew all aid from 
Bolivia. Would chaos ensue? 

Mr. Sparks. That is my considered judgment. A country is like 
an individual tome. You have X-income and you have X-expenses. 
When your income is reduced by half, it is then difficult to reduce your 
expenses, particularly when it is a question of food that you need at 
the moment. 

Senator Smiru. I am very much interested in your suggestion about 
building up their food production. I think that is terribly important. 
They have a lot of metals, but they apparently can’t market those. 
and they can’t feed themselves. That is really an emergency feeding 
operation you are advocating right now. 

Mr. Sparks. Yes, sir. 

Senator Smiru. You think after this year we will be through with 
that ? 

Mr. Sparks. I think it will take more than 1 year. I expect it will 
take 2 years. 

Senator SmirH. You want technical aid to teach them how to raise 
their own foodstuffs. 

Mr. Sparks. Yes, sir. 

Senator SmirH. Do you think they have the area and the agricul- 
tural land so they can do that ? 

Mr. Sparks. Yes, sir. 


TECHNICAL COOPERATION IN VENEZUELA 


Senator Smiru. I would like to ask a question about Venezuela, if 
I might. 

The CuatrMan. Go right ahead. 

Senator Smiru. I was down in Venezuela last December, and | 
was very impressed by the wealth of that country. They were spend- 
ing money for the development of the oil and the highways. Why 
should American taxpayers be paying $175,000 to Venezuela for tech 
nical cooperation. 

Mr. Sparks. My understanding is that technical cooperation is 
something that we have made available to those governments who 
might desire it. We have technical cooperation arrangements with 
19 of the countries. We have no arrangement with Argentina. 
Venezuela did make a request some years ago. The program is con- 
fined only to public health. Also, the Venezuelans make a contribu- 
tion 44 times as much as we make in this particular program. 

We think it is in our interest to continue that program for the simple 
reason that it is doing a lot of good in the country where we have our 
own industries operating, and it might be somewhat difficult to with- 
draw it. If we did withdraw, there is a likelihood that they would 
not necessarily continue with it on the same scale that it is being done 
now. It is the impetus that we give by our actual participation in 
that program that makes it desir able to continue it. 

Senator Smrru. It is the phychological effect that you are obtaining 
by continuing it. I can’t see why they couldn’t pay for those services 
that they are getting from us. They are so fabulously wealthy that 
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they don’t know how to spend their money. I have never seen any 
thing like that anywhere in the world. 

Mr. Sparks. [I lived there for a year and a half, and it is expensive. 

Senator Smirn. I was there for 314 days, and I was very impressed 
with Caracas and the oil developments. It is fabulous. A lot of our 
oil companies are there and are sending oil here—much to the con 
sternation of our coal people. 

I do not know why the American taxpayer should be asked for 
$175,000 to pay to Venezuela when they are so wealthy. Maybe the 
phychological effect is worth it. 


PROGRAM CONFINED TO PUBLIC HEALTH IN VENEZUELA 


Mr. Sparks. That is the only item we have in Venezuela, for that 
health program. 

Senator Smirn. I agree with you that we have health methods 
here that undoubtedly would solve sanitation problems. That wasn’t 
too good, But I would think they would be glad to cooperate wil h us 
and pay for it, if we made it available. 

Mr. Sparks. The primary reason that we have continued that par 
ticular program is the matter of the control that we are able to exercise 
because of the fact that we are participants in it. At least we would 
not be able to do that if we did not make the contribution. 

Senator Smirin. Then you think we should try to exercise control 
within a country that is wealthy enough to take care of itself, and 
likes to express its independence? I heard the assertion many times 
that Americans were interfering too much in their affairs. 

Mr. Sparks. I think actually it is a matter that should be reexam- 
ined from time to time. Maybe this might be an appropriate time to 
reexamine it. May Task Mr. Hardesty to make a comment ? 

Senator Smirn. Yes. I would like to get the policy of the Govern- 
ment on a thing like that. 

Mr. Harpesry. Senator, we have been conscious of that situation. 
We do believe, however, with respect to technical cooperation that it 
is probably a good idea to provide American technicians, even if on 
a very small scale, and this is our smallest technical cooperation pro- 
gram in all of Latin America. American techniques working with 
their counterparts in Latin America provide the basis for a prestige 
that is not only important to this Government, but also to American 
businessmen, such as American sellers and contractors of water equip- 
ment and health and sanitation supplies and many other items re- 
quired in implementation of our technical consultation. 

_I do have another matter I would like to speak about. The opera- 
tional aspects of the program in Venezuela are now considered to be 
practically completed and only technical consultation is planned for 
the future. We did have some other programs which I believe gave 
considerable prestige to the United States. We had accomplishments 
which included successful campaigns to control malaria, hookworm, 
and schistosomiasis. | 

In the current fiscal year the program has included a nurse educa- 
tor, an industrial hygiene consultant and a specialist in vital statistics. 

In those particular fields they have asked for our consultation and 
our contribution. 
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Pheir contribution to the project is 44 times ours. We are phasing 
mit oF this } ilt 1 lar field. We do believe it would be vood if we 
could have American technicians and consultants in Venezuela. 

rRADE WITH VENEZUELA 

(1 e, our Tl ile \ th Venezuela is enormous th Won and 1 

ore 

\ ithe contribution we make Ih the techni al cooperation aspect 

‘lv small ec hiparer with the amount ot business we do in that 

ntry. 

Senator AIKEN. We ive Very large exports to that country. 

Mr. Sparks. About 8500 million. 

Senator Aiken. Isn't it. next to Canada, the biggest customer we 

e inthe Americas / 

Mr. Harpersry. hh pite oF the exports that Venezuela makes to us. 
our balance of trade is favorable with that country. We sell them 
more t inthey sellu 

_ itor Aiken. With that 8500 million a year, isn't it a good in 
VE mel to have oul people there to advise them technically ? It 
represents a tapering off, anyway. 

Mr. Sparks. Yes, sir. 

Mr. Harpesry. Ther Is A question of prestige involved in that. | 

(]iscussion off the record. ) 

Senator Smiru. L was trying to get at the reason for what seems to 
be an unnecessary expense. 

Mr. Harpesry. We have gone into that. We are phasing out cer 
tain aspects, but we believe that psychologically it would be advisable 


to have American experts dow h there. 

Senator Savirnu. It may be advisable, as you suggested. It may be 
a channel of trade down there, too. 

Mr. Harprsry. I believe that. 


DEVELOPMENT ASSISTANCE TO GUATEMALA 


Mr. Srarks. There is one other point In connection with the de 
vel pment assistance, namely Guatemala. We are asking this year 
for 85 million for that purpose. Actually, as I indicated before, 1 am 
not sure that that is going to be sufficient. because they are now facing 
the consequence of the fall in coffee prices. We estimate that their 
revenues may be cut as much as $12 million this year as a consequence 
of that fall. The worst part is, that if you look at the futures of 
coffee, they are down in the high thirties, while the price is around 
oD cents today. 

That is something that we will have to look at carefully. 

Senator Humrnrey. What is the population of Guatemala / 

Mr. Sparks. About three million. E 

Senator Humpnrey. How many millions of dollars have we put in 
there in the last few years / 

Mr. Sparks. We have only put in for this current fiscal year, and it 
runs, including technical assistance, around $5 or $6 million. ; 

Senator Humenrey. Didn't we give some emergency aid last year? 

Mr. Srarks. I mean this fiscal year, which includes part of last 
vear. We started giving them aid in December 1954. 


Fees 


SS NIA TS. Lot 
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Senator HumpureyY. Since that time the total amount is around $5 
or 86 million 4 

Mr. Sparks. Will be $5 or 86 million up to the end of this fiscal year, 


June 30, 

Senator Humpnrey. And you are asking for next yvear— 

Mr. Sparks. $5 million. 

Mr. Paun. Development assistance and an additional $1.8 million 
for technical assistance. 

Senator Hcumpurey. The development assistance is on the Publhie 
Works Projects ¢ 

Mr. Sparks. Yes. One is the Pacitic Slope Highway. and the other 
S — Atlantic Highway, and in addition to that, there will be the In- 

-American Highway. We feel it is necessary to get these underw: ay 

ut the present time, in order to relieve une mp loyn ent which now exists 


there. 


COMMUNISM IN GUATEMALA 


Senator Humpurey. I have received some disconcerting reports, 
sir, about the Guatemalan situation. The action that took place in 
Guatemala to relieve the country of its Communist-dominated govern 
ment did not necessarily rid the country of the threat of further Com 

munist revolution or infiltration. 

Is that true ¢ 

Mr. Sparks. I don’t think it is exactly true, Senator. What 
is taking place there is that when the new government of Castillo 
Armas came into power, it had no prior government experience. It 
floundered considerably. When we tried to give them aid one of the 
things we did was to give them $3 million to get work started on the 
Pacific Slope Highway, which would give employment. At first they 
wanted to do it themselves through their bureau of public roads. 
They found out that this was not feasible and gave the contract to 

American construction firm, which is working there at the present 
time. 

They are in a bad way economically. There is no doubt about that. 
When Arbenz left that country he actually stripped the treasury. In 
addition, he had created an internal debt of between $40 and $50 mil- 
lion. That is a terrific amount of money in Guatemala. Today they 
are faced with the fact that economic activity is less than it was under 
the Arbenz regime. That is the big problem. 

The Government contemplates at the present time an 11 percent 
across-the-board cut in the budget. That will have political repercus- 
sions in the country. We will have to follow the situation very care- 
fully and see where the country will need to be shored up. It will 
require it. The comparison of economic activity under Arbenz and 
under Castillo Armas is unfavorable to the latter 


POLITICAL STABILITY IN GUATEMALA 


Senator Humpurey. There was an article in the Times and in the 
New Leader with reference to the political problems in Guatemala. 
Mr. Sparks. I think I saw the one by Herb Matthews. 
Senator Humptrrey. Yes. There is money allocated for Guatemala 
and our people are concerned whether or not there will be political 


Prsatowes:/ 
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stability; whether or not there will be a reversion back to the Com- 
munist-dominated government. 

Mr. Sparks. As a matter of fact, Castillo Armas is developing well. 
He was shaky at the beginning. He is still somewhat shaky, because, 
as I pointed out, the comparison of economic activity today and what 
it was under Arbenz is not favorable. 

There is a lot of unemployment there, but we are following it closely. 
We are doing everything we can to assist in shoring up his government. 
You may have noticed when Mr. Armour resigned as Ambassador, 
President Eisenhower made an unprecedented statement that we would 
continue our assistance. That was intended deliberately to assure the 
Castillo Armas government that they still have the support of the 
United States. 

Senator Humpnrey. You feel confident that we are on the right 
road, and that the money invested will lead to stability ? 

Mr. Sparks. We feel sure of that. The one trouble we are having 
is that we can’t do anything about coffee prices. 

Senator Humpnrey. Maybe we ought to find out who forced the 
price of coffee way up? I was told there was a shortage. 

Mr. Sparks. We still think it was mostly the consequences of the 
law of supply and demand. 

Senator Humrenurey. There is a difference of point of view. 

Mr. Sparks. I think that covers it, Senator. 

The Cuarrman. Are there any other questions? 


SITUATION IN CHILE 


Senator Arken. May I ask, are you concerned about the Chilean 
situation at all? 

Mr. Sparks. Chile is one country that we are following closely. 
The great. difficulty in Chile is the conflict between the executive and 
the legislative branches of the Government. The Congress in Chile 
apparently will not go along with the President on the economic meas- 
ures that he has recommended to date. It is true that they finally got 
through the copper bill, and we understand from the Anaconda peo- 
ple that it is a satisfactory piece of legislation that will permit them 
to operate and expand their industry there. At the present time we see 
no immediate amererennat. Actually we have our Ambassador up 
here, Ambassador Beaulac, for consultation as to what we may be 
able to do from here on out on that particular situation. The C hile: mn 
Government is now considering the employment of a financial mission. 
It isn’t sure whether it may be a group like Klein and Sax, or possibly 
a group from within the American Government, but we are looking 
at it. 

They have recognized that they have to do something about their 
inflationary problem. It is almost out of hand. In some respects it is 
as bad if not worse than Bolivia as far as inflation is concerned. We 
hope shortly we will have a clearer picture as to what can be accom- 
plished, and what they will wish to do. 


SITUATION IN MEXICO 


Senator Humpnrey. What are we doing in Mexico, if anything? 
Mr. Sparks. We are still pressing along on that problem. Ambas- 
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sador White was up here last week. I think he had some 80 prob- 
lems to take up with the State Department involving interests of 
Americans in that country. We are nat too happy the way the situa- 
tion has developed there. Their financial situation has improved over 
recent months, but they still have the problem of petroleum where they 

eally do not have sufficient capital as a government to explore it and 
e <ohed it properly. As a consequence, they are not making as much 
money out of that industry as they should. 

Senator Humpnrey. Are you aware of the Communist infiltration 
of the Confederation of Labor in Mexico? 

Mr. Sparks. We keep following that all the time. We are aware of 
the Communist influence in Mexico in the labor groups, and we see 
some improvement in that situation. Lombardo Toledano does not 
have the same position he had a few years ago. 

Then the President, Adolfo Ruiz Cortines, is aware of that and is 
following it closely, too. 

Senator Humpnrey. You feel that it is better than it was? 

Mr. Sparks. It is improving. 

Senator Humpnrey. There is less control and less infiltration ? 

Mr. Sparks. Yes. 

Senator Humpnurey. Do we give much economic aid to Mexico? 

Mr. Sparks. None. 

The CHarrman. Any other questions? 

Mv. Hardestry, did you wish to make a statement, too‘ 


STATEMENT OF M. N. HARDESTY, REGIONAL DIRECTOR FOR LATIN 
AMERICA, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Harpesty. I have a prepared statement that I would appreciate 
if it were put in the record. 

The CHarrman. You may offer it for the record. 

(The statement follows:) 


STATEMENT BY M. N. Harpesty, RecioNat DrrReEcTor FoR LATIN AMERICA, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Chairman, members of the committee, I appreciate this opportunity to 
appear before the committee in support of the mutual-security program in 
Latin America. 

As the committee is aware, a Latin America friendly to the United States can 
be a source of great strength—politically, militarily, strategically, and economi- 
cally. If unfriendly, it could very adversely affect our national welfare. 

My remarks will des il with the bilateral technical-cooperation program in Latin 
America, for which we are requesting an authorization of $30 million for fiscal 
year 1956, and with the development-assistance program for which $21 million 
is requested. These programs are one of the main ways in which the United 
States maintains and strengthens the bonds of understanding and friendship 
with the Latin American people. By helping build greater economic strength 
and stability in Latin America we gain strong allies for mutual defense and 
more valuable partners in trade. 


ECONOMIC INTERDEPENDENCE BETWEEN LATIN AMERICA AND THE UNITED STATES 


The high volume of trade between Latin America and the United States is of 
major importance to both areas. Latin America conducted about one-half of 
its total foreign trade with the United States in 1953. Prior to World War II 
only about one-third of Latin American trade was with the United States. 

From the United States side, in 1954, Latin America and Western Europe were 
our leading commercial export markets, each receiving about 2714 percent of 
our total exports. Latin America provided us with over one-third (34.4 percent) 
of our total imports and was our major foreign source of supply. 











310 MUTUAL SECURITY ACT OF 1955 


Major United States exports to Latin America are: machinery and vehicles: 
chemicals ; metals and manufactures; textiles; and grains. 

Major United States imports from Latin America are coffee, petroleum, sugar, 
and minerals, including about 30 important strategic materials. 

In addition, well over one-third (37 percent) of total United States direct 
private investments abroad are in Latin America. 


ECONOMIC DEVELOPMENT OF LATIN AMERICA 


As Assistant Secretary Holland has stated, the primary objective of our 
technical-cooperation and development-assistance programs is to assist the coun- 
tries of Latin America in their own efforts toward economic development. 

Their development is in both the immediate and long-range interests of the 
United States. It is, of course, of prime concern to the governments and to the 
peoples of Latin America. And it is essential to the maintenance of stability and 
to the furtherance of progress in that area. 

Primary responsibility for economic development of the countries in Latin 
America must rest upon the Latin American countries themselves. The United 
States can, however, play an important role in assisting them in their efforts to 
achieve such development. 

The magnitude of the economic-development task in Latin America can be 
readily visualized after considering the following facts. 

Latin America is over two and one-half times the size of the United States. 
Its population is somewhat larger than our own. Its rate of population growth 
exceeds that of any other large area in the world. The population of Latin 
America expanded by almost 24 percent in the 10 years from 1940 to 1950. 

This expansion may be compared with that of other major areas of the world: 
Africa 15 percent; the United States about 1414 percent; Asia, excluding the 
Soviet Union, about 9 percent; Europe, excluding the Soviet Union about 314 
percent. Population growth in Latin America at present is outstripping agri 
cultural output. 

Even with impressive gains in economic development since World War II, gross 
national product per capita in Latin America remains low. In 1954 the gross 
national product per capita in the United States was $2,200. It averaged only 
$300 per capita in Latin America, ranging from a high of $710 per capita in 
Venezuela to a low of $75 per capita in Haiti. 

The rate of domestic investment in Latin America, based upon a percentage 
of the gross national product in 1953, compares favorably with that of the United 
States. In Peru and Venezuela the percentage rate of investment exceeds that 
of the United Stats 

In terms of the actual amount of investment, however, the situation is much 
less favorable. United States capital formation alone is equal to the total gross 
national product of all of Latin America. 

Despite the favorable percentage rate of domestic investment, there is a short 
age of local investment capital in Latin America. 

The shortage of basic facilities and trained personnel handicaps the further 
development of Latin America. 

In roads, the United States has 1,100 miles of highways per thousand square 
miles. Latin American countries average only 70 miles of highways per thousand 
square miles. 

In electric power, the United States produced 3,165 kilowatt-hours per capita 
in 1953. Latin American countries averaged only 170 kilowatt-hours per capita. 

Shortages of technicians, skilled labor, and other trained personnel, handicap 
development in that area. The illiteracy rate in Latin America averaged about 
5 percent in 1954. 

As the committee knows, many Latin American countries are dependent upon 
1 or 2 commodities for the major part of their foreign exchange earnings. Ten 
countries in Latin America earned over one-half of their total foreign exchange 
from exports of a single commodity in 1953. Unfortunately, world market condi- 
tions and prices for such commodities as coffee, tin, and copper are often un- 
stable; and world market fluctuations seriously affect these one-crop economies. 

Financial instability presents another major problem for some of the countries 
in Latin America. 

Dramatic increases in the cost-of-living index have occurred in such countries 
as Paraguay, Bolivia, and Chile in the last 3 years. Free exchange rates for 
sOlivia, Chile, and Brazil have moved very unfavorably in the past 2 years. 

7 
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PROGRAMS AND PROGRESS 


From this point, Mr. Chairman, I would like to confine my) remarks to recent 
jor developments in the bilateral technical cooperation and development as 


sistance programs, and to progress which has been made, particularly since I 
appeared before this committee last year. 


TECHNICAL COOPERATION PROGRAM 


The technical cooperation program in Latin America began in 1942 under the 
leadership of Nelson Rockefeller as thhe Coordinator of Inter-American Affairs 
Since that time it has been administered through the Institute of Inter-American 
Affairs, which is now also the regional office for Latin America of the 
Operations Administration. 

This program is a fully cooperative endeavor between the United States and 
the host countries. It is jointly financed, planned, and operated. Many of the 
operations are carried out through jointly staifed and financed organizations 
known as servicios. The servicios are established within the appropriate minis 
tries of the participating countries. Through their operations, considerable 
progress has been made in the building of economic strength and stability. Many 
individual projects carried on within the joint servicios have been turned over 
to the total administrative and financial responsibility of the host country. Such 
transfers have enabled servicio resources to be directed toward new projects 
where technical assistance is needed and where other important contributions to 
economic development can be made. 

Since last year, diversification of the technical-cooperation program, which 
began in 1952, has been proceeding gradually as a natural outgrowth of the grow- 
ing requests by host countries for technical assistance in fields of activity in 
addition to agriculture, health, and education. However, these 3 fields continue 
to be the major components of the program, amounting to 73 percent of the total 
in fiscal year 1955 and to 69 percent of the proposed program for fiscal year 
1956. Other activities—transportation, industry and mining, public administra 
tion, labor, community development and related activities, and various other 
activities—account for about 27 percent of this year’s program and about 31 
percent of the proposed program for fiscal year in 1956. The various other 
activities grouping includes technical assistance in such categories as trade, 
investment, tourism, information, and those multifield of activity operations not 
properly classified within any of the individual fields of activity. 

Another element in program operations, which was mentioned to this com 
mittee last year and has subsequently grown in importance, is the utilization of 
United States colleges and universities in the technical-cooperation program 
On May 38, 1955, 19 contracts with 15 different United States universities and 
colleges were in operation assisting the program in 12 different countries of Latin 
America. 


Foreign 


We are also placing increasing reliance on the use of contracts with private 
United States firms to meet specialized technical-assistance needs. For example, 
the management-consulting firm of Klein and Saks is now carrying out a vital 
economic development mission in Guatemala under a contractual arrangement. 


BASIC PRINCIPLES OF TECHNICAL COOPERATION PROGRAM 


In conducting this program we follow a few basie principles which I feel h 
successfully preserved the essential character of the program as the Congress 
intended it. First, we provide technical assistance only upon the request of the 
host government and only after we have determined that the proposed activity 
is a priority need in terms of the country’s economic and social development 
ind that the country is prepared to make good use of the technical assistance 
Second, we work to turn over projects to the cooperating countries as soon as 
they can adequately handle them. Third, we emphasize joint planning, financing 
and operation of projects. Fourth, we obtain a 
the other country. 


ave 


fair-share contribution from 


It is estimated that host-country contributions in fiscal year 


1956 will be about $12 million more than the amount anticipated in fiscal year 
1955. 


Considerable emphasis upon training of host-country personnel is continuing 
since the purpose of technical cooperation is, in a large part, to equip the host 
gzovernment and its people to carry out their developmental! 


” activities more 
effectively. Training is, of course, an 


integral part of technical-cooperation 
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operations within the host country. In addition, an anticipated 1,258 grants 
for training outside of the host country—principally in the United States and 
Puerto Rico—will be provided to Latin Americans in fiscal year 1955. A total of 
1,478 training grants are planned for fiscal year 1956. 


EXAMPLES OF PROGRAM PROGRESS 


Progress under the technical-cooperation program is much more far reaching 
than the immediately apparent results of projects. Measurement of progress 
under this program by several different yardsticks is necessary to assess ade- 
quately the progress being made, since too narrow or short-range a view elimi- 
nates some of the most important accomplishments of the program. 

I suring my presentation before the Congress last year, I cited several examples 
of progress using certain criteria to illustrate the progress achieved. 

A health project in the village of Zatinga, Colombia, was used to illustrate 
progress as measured by: The elimination of a specific disease, yaws; the in- 
crease in worker productivity, 25 percent ; the spread of the initial demonstration 
to other areas; the training of host-country personnel; and the transfer of the 
project to the responsibility of the host country. 

Other projects were described to illustrate progress in terms of increasing 
agricultural output in Peru and of reducing the incidence of disease in Brazil. 
In both of these instances another factor, the very heavy increase of United 
States exports of tractors and pharmaceuticals to the respective countries, was 
cited. 

This year, I would like to use illustrations of program progress as measured 
by other criteria. 

The first example illustrates progress as measured by the effectiveness of the 
program, in combination with host-country efforts and resources, in opening 
new areas to development. 

For years, Peru’s Department of Loreto had been known primarily as an 
unhealthy and unproductive jungle area along the upper Amazon River. Tech- 
nical-cooperation programs of malaria, yellow fever, and leprosy control coupled 
with environmental sanitation and other health activities made it possible for 
people to live in this area. Technical assistance in livestock improvement, agri- 
cultural extension and land clearing was supplemented by Peruvian roadbuilding 
improvements and land-clearing activities. Private capital for agricultural and 
limited industrial development entered the area. 

Today, some 12 years later, the Department of Loreto is a thriving section of 
Peru. The population of Iquitos, a river port, increased from 9,000 12 years 
ago to 50,000 today. Similarly, the port of Chimbote, which has a hinterland 
of great economic potential, became a fast-growing industrial center where the 
population has increased within the past 10 years from 4,000 to more than 25,000. 
This development is being repeated in smaller cities and towns along the upper 
Amazon River. 

While the technical-cooperation program is only one of the factors responsible 
for this development, it has played an important part in establishing the pre- 
conditions without which the development could not have taken place. 

A second example—in the field of agriculture in Paraguay—illustrates prog- 
ress as measured by the accomplishment of the immediate project objectives and 
by the additional criteria of stimulating private initiative, creating a new 
industry and, in the long run, revamping the whole Paraguayan dairy industry. 

Prior to the beginning of the technical-cooperation program in Paraguay in 
1942, there was not even one cow of a recognized milk breed in that country. 
The capital city, Asuncion, was without a source of sanitary whole milk. Milk 
passed through many hands, between producer and consumer, and was often 
watered and adulterated in other ways. 

A model dairy project with purebred Holstein cattle was started under the 
technical-cooperation program. 

As a result of this project, Paraguayans have seen for themselves the impor- 
tance and practicability of producing sanitary whole milk. Private initiative 
has been stimulated and private individuals and groups have imported and bred 
quality milk cattle. This has resulted in the fact that there are now more than 
4,200 recognized milk-breed cows in the Asuncion milk-producing area alone. 

The demand of Paraguayan dairymen for balanced feed rations, which they 
have learned increases milk production, has resulted in the building of 11 feed- 
mixing plants, constituting an entirely new industry for Paraguay. 

This model dairy demonstration project is now a completely Paraguayan 
operation. 


RODS Bey EE 


VE oe RRS 


PaCieatlesis = 








MUTUAL SECURITY ACT OF 1955 si3 

Progress, aS measured by many criteria, is being achieved through the techni- 
cal cooperation program. The individual Latin American country statements in 
the presentation books contain many further examples of such progress. 


DEVELOPMENT ASSISTANCE 


Since Assistant Secretary Holland has covered the development assistance 
component of the mutual security program in Latin America rather extensively 
in his statement, I will touch on this element of the program very briefly. 

The total request for development assistance for fiscal year 1956 is $21 million 
Of this amount, $16 million is presently planned for Bolivia; and $5 million fo1 
Guatemala. In addition, it now appears probable that the current program of 
assistance to Haiti may have to be continued in fiscal year 1956. 

Bolivia 

In Bolivia, the United States is continuing the assistance program which was 
begun on an emergency basis in the fall of 1953 when a major drop in the price 
of tin threatened to cause a severe economic crisis in that country. 

The purpose of this program is to assist Bolivia in meeting its minimum essen 
tial food requirements and to enable Bolivia to make some initial progress in 
diversifying her economy so that her overdependence on tin earnings may be 
lessened. 

Hunger and suffering have been generally averted in Bolivia. A reasonable de- 
gree of stability is being maintained. And Bolivia’s efforts to diversify her 
cohnomy are moving forward with our cooperation and assistance 

Progress has been made. However, the economic situation in Bolivia remains 
critical. 

It is presently planned that $10 million of the $16 million requested for this 
program in Bolivia in fiscal year 1956, would provide for the importation of 
foodstuffs from the United States. The remaining $6 million is presently planned 
for use for the procurement of agricultural and industrial equipment and supplies 
needed to supplement Bolivia’s own resources being used in her diversification 
and development program. Counterpart funds generated through the develop- 
ment assistance program are being, and will continue to be, used in the Bolivian 
development program, particularly in its agricultural diversification and trans 
portation components. 

Guatemala 


In Guatemala, the United States is helping to meet the economic emergency 
faced by the anti-Communist government headed by Col. Carlos Castillo Armas. 

Following the revolution in Guatemala, which unseated the pro-Communist 
Arbenz regime, the United States indicated a readiness to assist the new Govern- 
ment in its efforts to maintain stability and to mobilize its resources for economic 
development. 

To help reduce such critical pressures as unemployment, the United States, dur- 
ing the latter part of 1954, provided Guatemala with an emergency grant of $3.7 
million for immediate pubic works. About $3 million of this amount is being 
used to finance construction of the Pacific Coastal Highway, a key link in the 
country’s communications network. Work on the highway is progressing. This 
project, along wtih other Guatemalan public works, is resulting in a reduction 
in unemployment. 

The other major component of this program is a $500,000 grant for work on 
the Roosevelt Hospital in Guatemala City. These funds are being used to finance 
heavy equipment to activate the hospital’s basic service units—kitchen, laundry, 
and power facilities—and to procure equipment and supplies which will make 
it possible to place the pediatric and obstetric units in operation this fall. 

Present information indicates that at the end of the current fiscal year the 
Castillo government will be unable to assume the full cost of emergency works 
projects already begun with United States aid. To help Guatemala through its 
crucial period of transition, $5 million for development assistance for Guate- 
mala in fiscal year 1956 is included in the $21 million total. 

Haiti 

In Haiti, assistance is being provided this year as the result of the extensive 
damage caused by a hurricane in October 1954. To prevent starvation and to 
enable the Government of Haiti to maintain reasonably tranquil conditions during 
the period immediately following the disaster, the United States made available 
$2 million worth of surplus agricultural commodities to the Government of Haiti 
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Mutual security program funds in the amount of $390,000 were used to finance 
the transportation costs of these shipments. 

To help Haiti in her own efforts to restore agricultural production and distribu 
tion, development assistance funds are also being used this year in the amounts 
of $350,000 for seeds, light tools, and supplies, and $750,000 for the immediate 
initiation of essential rehabilitation work on irrigation facilities, farm-to-market 
roads and crop lands 

Fiscal year 1955 mutual security program funds now approved for programs, 
otrer than technical cooperation, in Haiti total $1,490,000, 

It now appears probable that the current program of assistance to Haiti may 
have to be continued in fiscal year 1956. 


7 
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CONCLUDING REMARKS 


Mr. Chairman, members of the committee, we believe that these cooperative 
programs with our neighbors of the Western Hemisphere are serving the foreign 
policy and overall interests of the United States and its people. 

We ask not only for your support but for your advice and guidance in carrying 
out the mutual security program in Latin America. 


The Cuairman. If you wish to make an additional statement, we , 
will be glad to hear from you. 


a 


POTAL PROGRAM FOR LATIN AMERICA 


Mr. Harpesry. The only other statement that I would care to make, 
if the Chairman so desires, is to highlight some of the points that are 
Inmy prepared statement. 

Phe Cuarmman. We will be very glad to hear from you, because we 
are much interested in this program in Latin America. How many 
countries did you say we have that we are now giving aid to? 

Mr. Harpesry. Nineteen of the 20 Latin American republics, all 
except Argentina; 5 dependent overseas territories in this hemisphere. 
There are twenty-four programs. 

Phe Crarrman. What is the sum total that we are proposing in this 
1956 budget ? 

Mr. Harpesry. We are asking for an authorization of $30 million 
for technical cooperation and $21 million for development assistance 
for the entire program. 

The Cuatrman. Making $51 million ? 

Mr. Harpesry. Fifty-one million dollars for the program. There 
is also $1,500,000 which we are asking for in support of the Organiza- 
tion of American States. It is the same amount we asked for last 
year. 

Senator Smrirnu. That is not quite the same figure you have in this 
study here. 

Mr. Harprsry. Isn’t it? 

Senator Smirxn. You show development assistance $21 million and 
technical cooperation $31,500,000. 

Mr. Harpestry. That includes $1,500,000 for the Organization of 
American States. 

Senator SmirH. That makes $52.5. 

Mr. Pau. That is right. $52.5 total. 

The Cuarrman. Any questions? 


a 


aaa e ae 


PB eA SRR Re 
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Senator HHumpurey. I am confused about the Mexican situation. I 
asked Mr. Sparks whether or not we are giving any economic aid. 
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We are giving no economie aid, but technical assistance; is that 
correct ¢ 

Mr. Sparks. Yes. 

Senator Humpurey. We have a rather extensive program there, 
don’t we! 

Mr. Harpesry. On page 462, section 3, there is outlined the program 
and the progress we have made in connection with Mexico. 

The CHarrman. What is the amount of technical assistance contem- 
lated in the budget, the 1956 budget? 

Mr. Harpestry. $1,762,000. 

The Cuarmman. None of it is economic aid? 

Mr. Harpesry. That is right. 

Senator Samir. Is that in the field of health, and things of that 
sort ¢ 

Mr. Harpesty. We have programs basically in agriculture, natural 
resources, health and sanitation, industry and mining, labor, public 
administration, general community development and social welfare. 


OVERSEAS AREAS RECEIVING AID 


Senator Mansrrecp. You mentioned five overseas areas getting 
assistance. Could you list them ¢ 

Mr. Harpesry. british Guiana, Surinam, Barbados, Windward and 
Leeward Islands, Jamaica, and British Honduras. 

Senator MansFrieLp. How about French Guiana? 

Mr. Harpesty. We have no agreements with the French Govern- 
ment, 

Senator Mansrretp. Do we not have technical cooperation for any 
of their overseas areas? Do we have technical cooperation in Mada- 
gascar or any other part of the French overseas territories 

Mr. Harpesry. All I am talking about are the programs in this 
hemisphere. 

Mr. Pau. Yes, sir, we do have, in the African dependent territories 
of France, technical cooperation programs in North Africa and 
Madagascar. 

Senator MansrieLtp. When you speak of North Africa, do you mean 
Morocco ¢ 

Mr. Pauu. There is no present aid for Morocco, although certain 
projects were carried out there as recently as 1953. Technical assist- 
ance programs are now being carried out in Tunisia, French West 
Africa, and Madagascar. 


LIMITED ASSISTANCE TO LATIN AMERICA 


Senator Humpurey. What is the reason for the limited amount of 
assistance in this vast Latin American area? Iam not saying that we 
ought to be spending more; I just want to know what the rationale is. 
or example, many an American travels to Mexico. This is an area 
that thousands and thousands of our people are becoming more and 
more acquainted with. There is poverty in the villages; the health 
conditions are very poor. 

What is the background of our giving $1,760,000 worth of technical 
assistance to Latin “America and we put in many millions of dollars 
in areas where there is less population, Their proximity in terms of 
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what might be political impact is maybe less direct? Is it because 


of the failure to get cooperation with the governments in the Latin 
American countries? What of this lack of emphasis upon Latin 
Ame ric a é 

May I say that there are members of the Senate—Senator Smathers 
in particular—who are deeply concerned about this area of the world. 
Last year I recall we increased the appropriations on the floor of the 
Senate. I think that is a little bit hazardous because we don’t know 
exactly how to program it. We throw the money into the agency and 
say, “Program it.” That is kind of reverse way to do things, and T am 
sure that there will be this same kind of interest again. In other areas 
of the world there might be a desire to cut. I have heard rumblings 
among some of our colleagues that from a casual look at the news 
paper reports of the foreign-aid program, Latin America is on the 
short end again. I know there will be an amendment tothis. I want 
to know the reason for these limited funds. 

Mr. Sparks. We have two approaches to it, Senator. One is the 
technical assistance and the other is the development assistance. 


DEVELOPMENT ASSISTANCE TO BOLIVIA, GUATEMALA AND HAITI 


On the technical assistance, that is to give our know-how and know!l- 
edge. to he =" mutilize it. In order to utilize it, they require capita] 
to deve lop it it. In the deve lopment assistance angle we have singled 
out so far Bolivia, Guatemala, and Haiti. 

Senator Humeurey. That is because of the hurricane ? 

Mr. Sparks. Yes, because of destruction, particularly to their coffee 
crop. It is our belief in Latin America that the private enterprise 
system can work. We are encouraging that in every way possible. 
(t the conference in Rio last November the matter came up very 
strongly. You remember how it was argued at that time and what 
we have agreed is to permit private capital to flow in there, and where 
necessary to supplement it through public funds, either from the 
Export-Import Bank or from the World Bank. Then we are setting 
up the International Finance Corporation which will permit loans 
directly to individual companies in those countries instead of from 
government to government. 

I do not have the figures here with me, but I could supply them. 
We have done a lot through the Export-Import Bank since November 
of last year. We are deliberately trying to set up a record to prove 
this point, that if the governments come with sound projects which 
are not susceptible of being financed by private sources in the United 
States, the Export-Import Bank will come to their aid. 

We have not felt in Latin America it is necessary to make these 
grants-in-aid in the way that we have in other parts of the world. 


GRANTS-IN-AID 


Senator Humpenrey. Would you pardon me for an interruption. It 
seems the three places you have made substantial grants-in-aid are 
where the Communists have taken over, where the industries have been 
socialized and where there has been destruction from a hurricane. Is 
that what we are waiting for? You are putting in a large amount of 
money in the light of the population. That is strictly because of the 
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Communist government that has to be unrooted in Guatemala. You 
are putting a lot of money in the Bolivian development-assistance 
progr: am. 

The thing that was most surprising to me was that 90 percent of the 
metals are under Government development. The Government now is 
going into oil development. This is what I would call at least Gov- 
ernment ownership, or if you want to use the common phraseology, at 
least a portion of the industry has been socialized, and we put a ‘sub 
stantial amount of money into that because of their problem. The 
other area is receiving aid because there was a hurricane. 

Do we wait for Mexico to have similar problems, or Paraguay? For 
example, Paraguay is in dire straits. There are other countries that 
have difficulties. 

Mr. Srarxs. The mining industry, as I already explained, was 
expropriated. 

Senator Humpurey. That is state ownership. 

Mr. Sparks. Their oil industry before had been completely Gov 
ernment-owned. There is no new development there. It has been 
that he he 1938. 

I see your point. We are coming too late and only in these extreme 
cases where it might not be well to do the thing there. But that is not 
our approsch to it. If we find that this capital that is required to 
accelerate the economic development of these countries is not forth 
coming from prin vate enterprise, then we shall facilitate its being pro 
vided by the E xport- -Import Bank or the World Bank or the Inter 
national Finance Corporation. We feel at the present time it isn’t 
necessary to give these countries grants to the extent it has been given 
to other parts of the world. 


EXPORT-IMPORT BANK 


Senator Humrnrery. I think it would be well if we had a pretty good 
documentation of that Export-Import Bank operation. I know tliere 
has been a lot of good work done through it. I am not arguing the 
point as to who is right or wrong. But on the face of it, looking at 
the moment at the amount of grants we are going to give, you would 
have to agree with me that a substantial amount of the money is going 
to a country that has gone into a tailspin, or is on the road to one, or 
had an act of nature befall it. 

[ think that we would do well in explaining this point—because I 
am sure we will have to exp! ain it. 

Mr. Pau. Over 37 percent of all United States private investme nt 
aboard is in Latin America. Of the total Canada receives 32 percent 
and Europe 14 percent. So the rest of the world all together, out 
side of these areas, only receives 17 percent. Our disbursement of 
Export-Import Bank funds in fiscal 1954 amounted to $221 million 
in Latin America alone, which is a greater percentage than all the rest 
of the world put together. 

Senator Humpnrey. That makes a different picture. 

(The charts referred to follow :) 
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Senator Aiken. How extensive have been the losses of the Export- 
Import Bank on the loans to Latin America / 

Mr. Sparks. I understand it has been a very profitable business, 

Senator Arken. We made money instead of losing money on it. 
That in itself would indicate that, with few exceptions, they are not 
subject to international charity. ‘They do not qualify any more than 
Western Europe does for the technical assistance. 


ASSISTANCE TO CUBA 


The CuarrMan. Do you havea program with Cuba ? 

Mr. Harpesry. Yes. 

The Cuarrman. What is that program now? I am talking about 
L956. 

Mr. Harpesry. Yes,sir. Our program in Cuba is a small program. 
It includes no economic assistance, only technical cooperation. We 
have programs in agriculture, industry and mining, public adminis- 
tration and labor. We also have a food and dr ug adviser who visited 
Cuba during this fiscal year to help develop an effective pure food ad- 
ministration. 

Mr. Pav. The total requested is $621.7 in the coming fiscal year. 


ASSISTANCE TO BRAZIL 


The Cuarrman. What program do we have with Brazil? 

Mr. Harpesry. We again have no economic assistance program in 
Brazil. We are asking for $3,485,500 for this year for Brazil. The 
programs include health an sanitation, education, agriculture and nat- 
ural resources, mining and industry, transportation, public adminis- 
tration, community development, including social welfare and housing. 

The Cuatrrman. That is, the Export-Import Bank made loans to 
Brazil? 

Mr. Harpesry. That is right, sir. 

The Cuarrman. Are they considerable? I am under the impres- 
sion that they were rather large loans. 

Mr. Harpesry. Two years ago a loan in the amount of $336 million 
was made. I believe that most of that money was spent by Brazil to 
pay off its indebtedness in the United States to vendors, American 
sellers to Brazil. 

Mr. Pauw. There is still undisbursed on the Export-Import Bank a 
of December 31 last year, $125.6 million. In addition to that, dies 
have been IBRD loans to Brazil in 1954 and the disbursements under 
that loan were $32 million. 
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Credits authorized by Export-Import Bank and IBRD 
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The Cuairman. Any further questions / 
Senator Green. May Lask a further question / 
The CuarrMan. Yes. 


PETROLEUM CODE 


Senator Green. You spoke about a proposed code between the Gov- 
ernment of Bolivia and certain American oi] companies. May we 
have a copy of that code? 

Mr. Srarks. I didn’t mean that. What I meant by a code was a 
law in Bolivia governing the exploration and exploitation of petro- 
leum, 

Senator GREEN. May we havea copy of that ? 

Mr. Sparks. It is not available. They are still discussing it. They 
hope within a month’s time to have a final draft. 

Senator Green. When it is available, will you furnish the Foreign 
Relations Committee with a copy? 

Mr. Sparks. Yes, sir. 

Senator Green. But then it would be under that code that they 
would make an agreement with foreign companies ? 

Mr. Sparks. Yes, sir. 

Senator Green. Is the State Department discussing the matter with 
them ? 

Mr. Sparks. No. What we have done is to point out informally the 
desirability of having legislation which would make it attractive for 
private enterprise to come into Bolivia in order to explore and exploit 
their petroleum resources, and that it would be necessary to have legis- 
lation which would be attractive. 


enti tSda 








322 MUTUAL SECURITY ACT OF 1955 


Senator Green. Are those negotiations as to the language of the 
code being conducted oo Bolivia and this country / 

Mr. Sparks. No, sir, they are not negotiations. They are simply 
informal suggestions on our part as to the desirability of these enact- 
ment. 

Senator Green. Are these informal exchanges of views being con- 
tinued ? 

Mr. Sparks. Not as government to government. 


FOA CONSULTANT CONFERRING WITH BOLIVIAN GOVERN MENT 


Senator Green. In what way are they being continued? 

Mr. Sparks. By our having selected and recommended to them this 
Mr. Davenport to whom I have referred before, who is an authority on 
oil codes. 

Senator Green. Whom does he represent? 

Mr. Sparks. He represents, in this case—you might better explain 
it by saying that they asked us if we couldn’t give them some advice on 
what would be—— 

Senator Green. My question is, whom does Mr. Davenport repre- 
sent. 

Mr. Sparks. He is employed by FOA as a technician. 

Senator Green. Has he outside employment by the oil companies? 

Mr. Sparks. I cannot answer that question. I would imagine he 
does have connections with oil companies. 

Senator Arken. Is he a professional consultant? 

Mr. Sparks. Yes. He spent all his life in the oil business. How- 
ever, when I knew him he was engaged primarily in advising the 
United States Steel Co. in connection with its iron concessions in 
Venezuela. 

Senator Green. Is any representative of the State Department con- 
ferring with him as to this possible legislation ? 

Mr. Sparks. He has come into the State Department and reported 
on his conversations with the Bolivian Government, but he is on his 
own making the suggestions as to what would be appropriate matters 
to include in this oil legislation. 

Senator Green. Is he at liberty to tell the Bolivian Government 
what the attitude of the State Department is? 

Mr. Sparks. I don’t think he has any such authorization, Senator. 

Senator Green. But is he at liberty without any such authorization ? 

Mr. Sparks. In the course of his conversations with the Government 
there he might very well indicate that what he is proposing is some- 
thing that would not be obnoxious to the United States. 

Senator Green. The State Department would have no objection 
to his conveying its attitude to the Bolivian Government, I take it? 

Mr. Sparks. 1 think that isa correct statement, sir. 

Senator Green. And he would be aided in suggestions as to what 
the attitude of the State Department would be in the case of such 
legislation ? 

Mr. Sparks. I think so. 

Senator Green. When the State Department is furnished with the 
final draft of this legislation, you will furnish the Foreign Relations 
Committee with a copy ? 
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Mr. Sparks. Yes, sir. 

Senator Green. Thank you. 

The Cuarrman. If there are no further questions, we will proceed. 

Mr. Paul, we might proceed with a brief rundown on these special 
programs. Give us an overall briefing and then we will call any 
particular witnesses who are here. 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Mr. Pauw. I would like to call the attention of the committee to the 
special programs on United Nations Technical Assistance and United 
Nations Children’s Fund. We have with us this morning Mr. David 
Wainhouse, who is the Acting Assistant Secretary of State for Inter- 
national Organization Affairs, and Mr. Preston Hotchkis, who is the 
United States Representative to the United Nations on the Economic 
and Social Council. 

He is also the United States member of the Technical Assistance 
Committee of the United Nations. 

Both Mr. Wainhouse and Mr. Hotchkis, Mr. Chairman, have brief 
statements they would like to make in support of the United Nations 
Technical Assistance Program. 

The Cuarrman. We will be very glad to hear from you. 

Senator Mansrretp. I wonder if, Mr. Paul, you would identify all 
these people who have just come into the room. 

Mr. Pauz. Mr. Alvin Roseman, FOA, Director, Office of Public 
Services. 

Mr. L. E. Frechtling, Office of Special Assistant for Mutual Security 
Affairs, Department of State. 

Mrs. Dorothy D. Houghton, who is the Deputy Director of the 
Special Programs under the Foreign Operations Administration. 

And I would like to ask Mr. Nolting of the Department of State to 
introduce the other Department of State representatives who are here. 

Senator MansrieLp. We know the others. 

Mr. Nourine. Mr. Burnett, Mr. Mulliken, Mr. Coote, and Mrs. West- 
fall of the Department of State. 

Mr. Paut. Mr. Wainhouse. 


STATEMENT OF HON. DAVID WAINHOUSE, ACTING ASSISTANT 
SECRETARY OF STATE FOR INTERNATIONAL ORGANIZATION 
AFFAIRS 


Mr. Watnuovuse. I have here a statement which I should like to 
offer for inclusion in the record. 

The Cuarrman. Yes, sir; you may do so. 

( The statement submitted by Mr. Wainhouse follows :) 


STATEMENT BY DAviIpD W. WAINHOUSE, DEPUTY ASSISTANT SECRETARY OF STATE 
FOR INTERNATIONAL ORGANIZATION AFFAIRS 


Pending before this committee is a request for authorization of $24 million out 
of fiscal year 1956 appropriations as the United States contribution to the 
United Nations expanded program of technical assistance. This amount would 
provide $8.5 million as a United States contribution for the second half of calendar 
year 1955 and $15.5 million as the United States contribution for the full calendar 
year 1956. 
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UNITED STATES POLICY TOWARD U. N. TECHNICAL ASSISTANCE 


President Eisenhower has made the following statements as an expression of 
the policy of this Government. As the 84th Congress opened, he declared in his 
message on the state of the Union: “We must facilitate the flow of capital and 
continue technical assistance both directly and through the United Nations.” 
In his later message on foreign economic policy, he said: 

“The United States has a vast store of practical and scientific know-how that 
is needed in the underdeveloped areas of the world. The United States has a 
responsibility to make it available. Its flow for peaceful purposes must remain 
unfettered. 

“United States participation in technical cooperation programs should be 
carried forward. These programs should be concerned with know-how rather 
than large funds * * *. I shall recommend that the Congress make available the 
funds required to support the multilateral technical cooperation programs of the 
United Nations. The bilateral programs of the United States should be pressed 
vigorously.” 

In his budget message for the fiscal year ending June 30, 1956, the Presi 
dent said: “In addition to these bilateral efforts, we have contributed to 
meeting the total cost of the United Nations technical assistance program, 
for which experts and financial contributions come from many nations. I 
am proposing new obligational authority to cover the total proposed contri 
butions of the United States to this program for both calendar years 1955 
and 1956.” 


PLEDGING CONFERENCI! 


The United Nations operates this program on a calendar year basis. In 
order to have funds available for the program, the United Nations each No 
vember holds a pledging conference at which governments contributing funds 
to the program are asked to announce their pledges for the following cal- 
endar year. The objective of the meeting is to determine how much money 
will be available for the full calendar year which follows, in order that 
program operations may be planned on a solid financial basis. This is a 
sound and businesslike procedure, particularly in view of the fact that field 
projects can neither be started nor stopped economically on short notice 

At the beginning of the program, the Congress made funds available for 
he forthcoming calendar year, and the United States delegation was in a po- 
sition to make a firm pledge for the full calendar year, since the necessary 
funds had already been appropriated. For calendar years 1953 and 1954, 
however, the Urited States was in the position of pledging subject to con- 
gressional appreval, since funds which had been appropriated on a fiscal year 
basis were not sufficient to maintain the previous level of United States con- 
ribution for the respective calendar years. 

With regard to calendar year 1955, the Mutual Security Appropriation Act 
for 1955 inelnded the stipulation “that no commitment for the calendar year 
1955 or thereafter shall be pledged on behalf of the United States until 
Congress appropriates for said purpose.” In accordance with this stipula- 
tion no pledge was made by the United States delegation at the United Na- 
tions Pledging Conference for calendar year 1955 which was held in New York 
on November 26, 1954. In April 1955 the Congress in the Second Supple- 
mental Appropriation Act, 1955, approved $6.5 million as a United States con 
tribution to the United Nations technical assistance program for the period 
ending June 30. 1955 (Public Law 24, 84th Cong., approved Apr. 22, 1955). 

The fact that the level of United States support for calendar vear 1955 is 
still unknown has made operations for this year extremely difficult and long- 
range planning almost impossible. To avoid a repetition of this situation, 
which precludes intelligent advance planning, it is proposed that funds be 
authorized and appropriated at this time for all of calendar year 1956 as 
well as for the second half of calendar year 1955. This would make pos- 
sible the practical benefits afforded by the fall pledging procedure and en- 
able the United Nations technical assistance program to have a sound finan- 
cial base for 1956. 


UNITED STATES CONTRIBUTION TO U. N. TECHNICAL ASSISTANCE 


The $8.5 million proposed as a United States contribution for the second 
half of 1955 would bring the total United States contribution for the year 
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to $15 million or approximately 53.6 of total funds pledged for the year. Sixty- 
four other governments have pledged a total of approximately $13 million to 
the program for 1955, an average increase of about 15 percent over their 
pledges for 1954. 

The amount of $15.5 million proposed as the United States contribution for 
calendar year 1956 would provide an increase of $500,000 over the level proposed 
for calendar year 1955. At the same time it is proposed that the United States 
percentage be reduced to 50 percent. If other governments also increase their 
pledges for 1956 as is anticipated, the program could be expanded in order to 
meet more adequately the requests of underdeveloped countries for technical 
assistance 

It is proposed that funds authorized and appropriated for a United States 
contribution to the United Nations technical-assistance program for calendar 
vear 1956 would be pledged in November 1955. The total United States contribu- 
tion would be recorded as an obligation by the United States during fiscal year 
1956, although the actual disbursement of the funds to the United Nations would 
extend beyond the end of the United States fiscal year. It is expected, however, 
that on the basis of previous experience, disbursement to the United Nations of 
the entire United States contribution from fiscal year 1956 funds would be com- 
pleted by the end of calendar year 1956. 

In addition to contributions to the central fund, recipient governments make 
substantial contributions to the local costs of projects. For 1954, these contribu- 
tions were estimated at $39.8 million, or 61 percent of the total cost of the pro- 
gram. When these contributions are taken into account, the United States per- 
centage of the total cost of the program for 1954 was approximately 21 percent. 


LONG LEAD TIME 


Technical-assistance projects are very similar to other programs involving 
long lead time. A considerable period of time may elapse before patent results, 
which lend themselves to evaluation and measurement, can be observed The 
United Nations technical-assistance program has been in operation for 4 years, 
and it is now possible to report concrete achievements in increasing numbers 
throughout the world. Some of these concrete achievements are cited in the 
annex attached. 

The task is inherently a long-term one: To put skill in untrained hands; to 
crow more food for empty stomachs; to increase earning power to fill lean 
purses; to choke off the sources of debilitating diseases; to increase human 
knowledge and understanding; all requiring time. The economic and social 
problems at the root of conditions in underdeveloped countries are old and 
resistant to change. It takes even more time in the less-developed countries 
than in the more-advanced countries to train teachers, doctors, fishermen, farm 
ers, foresters, civil servants, and technicians. This is true, despite the desire 
of governments and peoples to learn. 

Approximately 1,000 experts from 63 countries and territories are employed 
by the United Nations and specialized agencies and are in the field assisting 
underdeveloped countries to solve their most pressing economic problems. In 
addition, it is anticipated that approximately 1,500 fellowships will be awarded 
for training abroad, in connection with technical-assistance projects. 


REASONS FOR SUPPORT OF PROGRAM 


Our continued support of the United Nations program is important for several 
reasons: 

1. Technical assistance to underdeveloped areas is in our national interest. 
It was established by the 81st Congress as a major instrument of United States 
foreign policy in June 1950, in the act for international development. It was 
reaffirmed by the 88d Congress in the Mutual Security Act of 1954. These acts 
authorized United States contributions to technical-assistance programs carried 
out by the United Nations and the Organization of American States as one 
means of carrying out the policy established in the act: “* * * to aid the efforts 
of the peoples of economically underdeveloped areas to develop their resources 
and improve their working and living conditions by encouraging the exchange 
of technical knowledge and skill. * * *” Both the bilateral and multilaterial 
programs have the same objectives, and although they are different means, the 
ultimate goal is the same. 

2. Our role of leadership in the United Nations will be seriously undermined 
if we fail to continue our support of the United Nations technical assistance 
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program. The program was undertakeu at United States initiative and the 
United States has exerted a strong influence on the program since its inception. 
Our willingness to make substantial financial contributions has been interpreted 
by other countries of the free world as evidence of our good faith in desiring to 
promote the economic development and well-being of underdeveloped countries. 
It has consequently been an important factor in the cold war struggle in the 
United Nations. 

3. The U. 8. 8S. R., after ridiculing the program for several years as an instru- 
ment of “United States imperialism,” apparently decided in 1953 that it was 
losing a propaganda advantage because it did not support the program. It there- 
fore offered 4 million rubles, equivalent to $1 million, to the United Nations 
program, but attached conditions which made its pledge unacceptable. These con- 
ditions were later removed, and in March 1954, the first U. 8S. S. R. contribution 
was accepted. The Soviets have since contributed a similar amount to the pro- 
gram for 1954 and have offered the same amount for 1955. Their satellites are 
likewise now contributing. Although plans have now been approved for the use 
of about $1.5 million of the Soviet bloc contributions, very little of these con- 
tributions has been spent to date. In the light of Soviet participation, it is par- 
ticularly important that the United States should continue to support the 
program 

4. Multilateral programs are less costly to the United States because other 
governments share a part of the cost. In addition, skilled experts are recruited 
from other countries, frequently in fields in which the United States may have 
a shortage. 

5. The multilateral technical assistance program contributes to tying together 
and strengthening the free world through concrete, constructive, and fully coop- 
erative activities. 

6. Multilateral technical assistance in some fields is sometimes more acceptable 
politically to underdeveloped countries than bilateral assistance. Since the ob- 
jective of the United Nations technical assistance program is to assist countries 
which are economically underdeveloped and therefore unable to pay the full 
cost of the assistance they need, it was necessary for so-called “developed” 
countries to bear the largest share of the internationally-financed portion of the 
cost of the program when it was first established in 1950. This is still true. 
However, by 1954 conditions had changed to the extent that the United States 
could begin to reduce the percentage of its contribution in relation to those of 
other contributing governments. The financial situation of other “developed” 
countries participating in the program has improved in recent years and other 
governments have increased their pledges from $8 million in 1950-51 to approxi- 
mately $13 million for 1955. 


FIELD COORDINATION 


Coordination between United Nations and United States technical assistance 
programs has been successfully developed at both headquarters and in the field. 
Duplication of activity has virtually been eliminated. 

Field coordination continues to be the mainstay of the coordination process: 
(a) It is in the field that the recipient government’s responsibility for coordi- 
nation can be made effective; (b) in the field local knowledge is brought to bear 
on coordination problems; (c) in the field the coordination process can take 
place at early planning stages. 

There is close collaboration between the recipient country, United Nations 
Mission, and the United States Operations Mission in each country both at the 
planning and operating stages of technical assistance projects. This coordina- 
tion has resulted in a good understanding of mutual problems resulting not only 
in virtual elimination of duplication but also in planning for effective use of all 
resources. Coordination arrangements are flexible and adopted to local condi- 
tions. Typical schemes involve a formal or informal committee structure con- 
sisting of representatives of the two programs and frequently including repre- 
sentatives of the recipient governments; common staff meetings are held from 
time to time; and continuous interchange of information through exchange of 
papers and personal relationships. 

In the countries in which the United Nations is furnishing the largest amount 
of aid, resident representatives have been appointed as coordinating officers, to 
insure contact with both the host government and the United States Mission. 
Resident representatives do not have line authority over the technical activity 
being carried out by the various United Nations agencies; but their responsi- 
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hilities for coordination and overall planning have improved relationships in 
countries where they have been designated. The small size of the United Nations 
program precludes the designation of resident representatives in all of the 
countries receiving technical assistance. 

Under terms of a General Assembly resolution approved November 26, 1954, 
the resident representative should have a more positive part in the development 
of the annual program within each of the host countries; and his relationship 
with the various United Nations participating agencies is considerably clarified. 
However, greater emphasis will be placed upon a comprehensive country economic 
development program in which bilateral and multilateral technical assistance 
will each provide appropriate technical help in accordance with the host country’s 
plans and in accordance with their respective competences. 

Headquarters coordination between Washington and New York or other United 
Nations agency headquarters cities involves: (a) Frequent ad hoc consultation 
visitation by officials and experts on the way to and from field assignments, 
and (b) exchange of program papers and reports. 

Continued adequate support for this cooperative international enterprise is an 
important part of United States foreign policy. Authorization of the amount 
requested, $24 million, as the United States contribution for the period July 1, 
1955. to December 31, 1956, will make possible the continuation of the United 
Nations technical assistance program at a level which will permit a more effective 
meeting of the most pressing technical assistance needs of underdeveloped 
countries. 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAT, ASSISTANCI 


ACCOMPLISH MENTS 


Ethiopia (Food and Agriculture Organization (FAQ) ) 

FAO sent Carl M. Anderson, a British hides and skins expert from Tanganyika, 
to Ethiopia to advise the Government on how to improve the country’s hides 
and skins industry. Ethiopia has about 19 million cattle, 18 million sheep, and 
13 million goats. Hides and skins rank second in Ethiopia’s export trade and 
thus are an important source of national income. 

Anderson was able to demonstrate new methods and tools in butchering, 
curing, and tanning. He introduced a new type of flaying knife without sharp 
points so that flayers do not gash so many skins as formerly. He taught the 
importance of hanging hides up to dry or stretching them on drying frames 
instead of laying them out on the ground. He shortened the delay between 
flaying and curing so that hides and skins do not have time to putrefy while 
awaiting processing. He also helped to formulate legislation which will regulate 
the handling of hides and skins in-the future. 

Anderson has trained two young Ethiopians to carry on the work he has started. 
On his recommendation, one of the men was given an FAO fellowship to study 
leather chemistry in the United Kingdom for a year. 


Iraq (FAQ) 

In Iraq, an FAO farm machinery specialist has trained operators and mechanics 
of agricultural machinery imported by the Government. More than 100 Iraqis 
were trained in 1953. An expert on small implements is cooperating with the 
United States bilateral program for the introduction of small tools such as 
scythes and plows. Local blacksmiths are turning out tools according to the 
expert’s design. 

Pakistan (FAO) 


Too much or too little water lessens agricultural production in many areas 
of the world. In East Pakistan, in an area suitable for the production of rice, 
jute, sugar cane, and other crops, FAO has been assisting the government for sev- 
eral years in the development of a drainage and irrigation scheme, A gravity 
drainage system is contemplated to remove monsoon floodwaters, together with 
irrigation by pumping from the Ganges River during the dry growing season. 
To assist in carrying out the plan, the United States bilateral program will 
furnish excavation equipment, pumps, and flow regulators. Under the Colombo 
plan, the Canadian Government will furnish a steam powerplant for the pumps. 


Far East (FAO) 
The International Rice Commission was organized under FAO auspices as a 
part of its regular, permanent program in 1949, and by now it bas some 13 far 
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eastern countries working together as never before on programs of rice im- 
provement United States rice breeders are also actively associated in this 
work. Rice breeders, soil experts, and others who hardly ever met or knew 
or talked to each other now serve on the same committees, plan and carry out 
cooperative projects, and freely exchange information that they formerly kept 
to themselves—if they had it at all. 

About 50 years ago, according to a recent report, the average yield of un- 
husked rice in Japan was 1.8 tons per hectare. Today it is almost double that 

3 tons per hectare. To a very considerable extent this remarkable advance was 
due to the use of fertilizers, which have hardly been used at all elsewhere in 
the Far East. But the Japanese found that fertilizers did little or not good 
until they developed varieties of rice capable of making good use of them. 
That is essentially what is being done now for a large group of countries in 
the rice commission hybridization project. But back of it is the more basic 
achievement of developing international cooperation and strengthening national 
services to deal with such problems. 

The work of the rice commission is at present concentrated mainly on breeding 
and fertilizers. India generously made the facilities of its Central Rice Re- 
search Institute at Cuttack available for a breeding program in which the 
japonica and indica types are being crossed to produce hybrids; and the station 
has also been used for an international training seminar. The former head 
of the station, Dr. K. Ramiah, is now on the FAO staff as liaison officer for the 
whole breeding program. Several thousand hybrids have been distributed to 
cooperating countries for testing and selection. The expanded program has 
made it possible for FAO to provide training fellowships and technical super- 
vision for the entire project. 

Cattle and poultry disease control—FAO teams in the Far East have suc- 
ceeded in bringing rinderpest under control. This is a disease that prior to 
1946, claimed as many as 2 million cattle annually. Vaccines which insure im 
munity for 2 years are now available at 2 cents a shot, where previously they 
cost $1 a dose. In Thailand the disease has been greatly controlled. A few 
vears ago the country lacked a_ sufficient supply of beef for its own 
people, but now, with a healthy stock of cattle, Thailand is even able to export 
meat to Hong Kong. Progress is being made against rinderpest in Burma, 
Afghanistan, and some parts of India, to the point that local consumption of 
meat has been consistently going up. 

In the poultry field, John High Lancaster (UK) has developed in Thailand 
an effective vaccine against newcastle disease in chickens. Its use in the Far 
Fast has been so successful that Singapore, for example, has increased its 
poultry count 7 times, from 500,000 to 3,500,000, and increased by 8 times its egg 
production. 

Mass field tests now going on in Asia will determine by the end of this year 
the effectiveness of an important cattle vaccine. It was prepared by two 
\ustralian technical assistance experts working in Burma a few years 
as protection against a serious cattle-killer—hemorrhagic septicemia. 


ago, 


Colombia (International Labor Organization (ILO) ) 


Colombia had always had to import the whole of her steel requirements. 
When plans were drawn up to build a steel mill at Paz del Rio, with annual 
production capacity of 200,000 tons, progress was hindered by the lack of trained 
engineers, foremen, and workers. ILO was requested to give assistance under 
its fellowship program. Fellowships were first awarded to 10 Colombian trainees, 
who spent 6 months in Chile at the Huachipato steel mill. When the Paz del 
Rio mill opened in Colombia, these fellows returned to apply their new skills 
as foremen and workers, and were able to train others. Later, the ILO gave 
fellowships for four Colombian engineers to learn up-to-date techniques in 
France and Luxembourg (steel production at Paz del Rio is modeled on the 
French system and there are French engineers working there). Eventually, 
Colombia will be self-sufficient in steel engineers, foremen, and workers. 
Haiti (ILO) 

The “machete,” a sword-like tool used to harvest sugar cane, bananas and 
other crops, is the most widely used tool in Haiti’s agricultural economy. Over 
100,000 machetes, it is estimated, are imported by Haiti each year. During 1954 
a team of ILO technical assistance experts, teaching mechancial trades at the 
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J. B. Damier School in Port-au-Prince, began to explore the possibilities of pro 

ducing a locally made machete. Haitian farmers were paying a higher price 
or the imported tools than would be necessary for a native product, and Haiti 
is using up needed foreign exchange in the process. Furthermore, production 

of machetes in Haitian workshops would mean more jobs for skilled local 
orkers 

Sheets of steel were imported from the United States and an inexpensive 
machine from France. Working under the guidance of one of the ILO experts, 
advanced students at the trade school designed a sturdy model machete, with a 
handle of local hardwood. At the beginning of March 1955, the first samples 

ere run off by the school and issued to farmers for trial The verdict was 
‘highly satisfactory.” It is hoped that within «x few months local industry 
in Haiti will take up the mass production of these basic agricultural implements 

The trade school also tackled the problem of irrigation ILO expert Louis 
Darracq (France) designed an experimental model of a simple French-style 
windmill, which could effectively pump water to irrigate individual farms. The 
students built it and made successful field trials. To farmers who could not 
afford the $800 or more needed for elabtorate pumping machinery, mass produc 
tion of theee windmills would mean effectively irrigation at a cost of from $60 
to SSU. 

Important as these innovations are in the everyday life of Haitian farmers, 
they represent only a byproduct of the vital work that the seven-man ILO team 
is undertaking in Port-au-Prince. These experts are playing an important role 
in building the J. B. Damier School into a large-scale training institute in a 


country where lack of skilled personnel has been a major obstacle to development. 
India (ILO) 


ILO’s “training within industry” methods in India show the following accom- 
pl shments: 

1. Training time in the country’s biggest telephone factory has been cut by 
almost half as a result of courses for supervisors in job instruction methods. 

2. An electrical cable company has reported that hand burns in a particular 
process have been eliminated after job breakdown methods were introduced 

3. Workers in a textile mill expressed a desire to stay in after working hours to 
learn their job better, after ILO job instruction courses for supervisors had shown 


results 
Israel (ILO) 


Israel, where consumer goods have been in critically short supply, sought as 
sistance from the ILO to increase its productivity. Substantial efforts had 
already been taken in the country; an outside expert was needed to tie togethe 
Various existing agencies and supply new perspective and impetus. The first 
ILO expert arrived in February 1952. 

In the diamond industry, work study and measurement were applied to the 
making of diamond dies for wire-drawing. Production of these dies was in 
creased by 25 percent; later studies resulted in a further increase. 

In the railway workshops, where only 1 locomotive was being overhauled a 
month, an average of 1.6 overhauled locomotives a month was needed for top 
efiiciency. Investigation showed that with essentially the same equipment and 
Inanpower, the workshops could actually overhaul 2.4 locomotives per month. 
\ beginning was made on the boiler reconditioning department, improvements 
in arrangement and work planning were introduced, a system of payment by 
results was instituted, and in the first month productivity increased by 30 
percent, 

In a refrigerator assembly plant, improved methods of work arrangement and 
scheduling were introduced. Productivity was raised by almost 75 percent. 

It soon became apparent that the staff of the existing productivity institute 
Was too small to continue to provide a direct consulting service for individual 
enterprises, which number hundreds. At the recommendation of the ILO ad- 
viser, the board of directors accepted a plan to concentrate on training programs 
The staff of the institute participated in several intensive training programs, 
conducted by the expert, to prepare them as trainers. The next step was to 
provide training for personnel from factories wishing to increase their produce 
tivity. Eight-week courses have already been conducted in the following fields: 
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metal fabrication, chemicals, ceramics, textiles, food processing, laundries and 
dry cleaning shops. The success of the courses has exceeded all expectations. 
While the 5-week projects were intended for training purposes, most of the re- 
sults were practicable and usable. Increases in productivity ranged from 20 
percent to as high as several hundred percent. 

Some results were startling. For example, after the building of a simple 
gravity chute, only 1 hour a day was required to keep a group of glass workers 
supplied with work where previously a service worker had spent 8 hours doing 
the same thing. 


Bolivia (United Nations Educational, Scientific, and Cultural Organization 
(UNESCO) ) 

UNESCO sent two experts in education to Bolivia in 1952, who have helped 
the Government set up a model school in which new methods have made an 
impact on the teaching profession and public opinion throughout the country 
The experts worked out with their Bolivian colleagues new techniques in the 
teaching of reading and writing—getting away from traditional routines, and 
placing emphasis on arousing the interest and initiative of the children. The 
experts also assisted in the establishment of parents’ associations; this was 
a means of securing the active interest of the children’s parents in the new 
methods. At the end of the first school year, the number of pupils passing the 
examination was extremely high; previously the low proportion of successful 
students had been a serious problem. ‘The two experts also helped to organize 
vacation courses for teachers. More than 2,000 Bolivian teachers have attended 
these and have learned how the new approach can be applied in their own schools 
and improve their own work. 

Iraq (UNESCO) 


In May 1954, Iraq requested UNESCO to assist in establishing a faculty of 
science within the University College, Badhdad. There were required an 
integrated science course on the university level: research facilities ; and instal- 
lation and equipment of laboratories. The UNESCO experts have demonstrated 
teaching and laboratory methods, sat in with faculty and administrative com- 
mittees on curriculum improvement and laboratory organization, and assisted 
both in the recruitment of foreign professors and in the training of local staff. 

As a result of UNESCO’s work, the chemistry department was raised from 
5 to 11 posts; and the physics department, which had started with almost 
nothing, had 3 years later 9 professors, assistants, and demonstrators working 
full time. When the experts completed their assignments, they left behind 
them a faculty of science with well-equipped laboratories and curricula 
leading at least to the bachelor of science degree. As a result of their work, 
teaching has become more concrete and practical, and great impetus has been 
given to scientific studies in Iraq. 

Colombia (UNESCO) 


The Government of Colombia has undertaken a large-scale campaign to give 
basic edueation to the thousands of people isolated in out-of-the-way rural 
communities. They have distributed radio receivers to some 6,000 to 7,000 
groups of rural dwellers who gather together in each village to hear broadcasts 
on such varied subjects as reading, writing, hygiene, crop cultivation, and care 
of livestock. After the broadcasts are concluded, the groups discuss the lessons 
learned, with the help of illustrated material also distributed to the Govern- 
ment. Two years ago, when the plan first got underway, UNESCO’s technical 
help was requested, under the expanded program of technical assistance. A 
fellowship was first awarded by UNESCO to a Colombian national to study 
program-planning techniques abroad. He returned to be assistant to the director 
of the broadcasting plan. Now, three UNESCO experts are in Colombia working 
on the planning of the contents of the broadcasts, and on the production of 
appropriate textbooks for use by the study groups after the broadcasts end. 


Formosa (World Health Organization (WHO) ) 


In Formosa, in 1952, it was estimated that 10 percent of the population was 
affected annually by malaria. In that year, the WHO, using technical assistance 
funds, sent an international team to Formosa, The Government designated a 
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team of counterpart personnel who could learn and profit from the international 


experts. The greater part of the supplies and equipment was provided by the 
United States Foreign Operations Administration. In 1952, the houses of 156,000 
people were sprayed with DDT. Ten times that population were protected in 
he next year. Teams were organized for mopping up and surveillance on the 
campaign’s progress, By 1954, all of the malarious areas of Formos were 
included in the program with the aim of protecting the total population at risk, 
almost 514 million, from this disease. By October 1953, only 0.2 percent of the 
nfants in the sprayed area had the disease as compared with 10 percent the year 
before—a fiftyfold reduction. By the end of 1954, there were 180 trained super 
visors, 870 trained foremen, and 3,490 trained operators. Every township now 
is self-sufficient in its malaria-control operations. The work has entered its 
consolidation phase and one can foresee the end of malaria transmission in 
Formosa. The WHO, using technical assistance funds, provided administration, 
impetus, and technical direction to this entire campaign with a staff of only 
three professional employees. 


Indone sida {| WHO) 


One of the first projects to get underway in Indonesia, and the first project to 

be started there by the WHO under the expanded technical assistance program, 
was a campaign to control malaria. The project was put into operation in the 
Tjilitijap area, centering in a humid coastal zone of some 59 square miles with 
80,109 people. In this area the WHO team began the job of directing DDT spray 
ing against malaria mosquitoes early in 1952. 
The area then covered was expanded in 1953 to include a total of 77 square 
iles with a population of 110,294, and this year the team is operating in an 
even larger area (146 square miles), with a population of 193,209 under direct 
protec tion. 

The DDT is sprayed inside the houses, on walls, roofs, and underneath furni- 
ture to make every part of the house which could be used by mosquitoes as a 
resting place dangerous to them. 

The three experts now in Indonesia pool the experience of three countries in 
fighting malaria—Greece, India, and Italy. 

In Surabaya area of East Java, where 18 out of every 100 babies were contrac- 
ting malaria before they were a year old, no child of that age was found with 
the disease following a 2-year control program. 

Haiti (WHO) 


In 1950, a third of the inhabitants in rural areas of Haiti were affected by 
yaws. Since inception of a joint WHO-UNICEF eradication campaign, pre- 
valence of yaws in these areas has decreased to not more than 0.5 percent. 

El Salvador (WHO) 


Until 1950, in an agricultural area of the San Andres Valley of El Salvador, 
malaria, gastrointestinal infections, tuberculosis, and malnutrition were major 
health problems. WHO, ILO, FAO, and UNESCO have cooperated in setting up 
a health demonstration area in the valley, combining health services with im- 
provements projects in agriculture, education, ete. Full health services are now 
available to two-thirds of the population of 100,000, and limited service to the 
other third. These services include health units, clinics, maternal and child 
health care, school hygiene, control of communicable diseases, and the develop- 
ment of sanitation. National personnel are being trained in the area and else 
where and will eventually take over the entire responsibility for the program. 


ifghanistan (WHO) 


In Afghanistan, until recently, about 2 million of the 12 million population 
were exposed to malaria. A WHO team of demonstration experts started 
operations in the Kunduz-Khanabad district in 1950, studying the carriers re- 
sponsible, and introduced DDT spraying; about 110,000 people were protected. 
After noting these results, the Government began expansion of malaria control 
in 1952 with the help of UNICEF equipment and WHO advice. Up to now, 
about 1,200,000 people have been protected; by the end of 1956, it is estimated 
that all people in malarious areas will be protected. 
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Costa Riea (U.N. Technical Assistance Administration ) 


In Costa Riea, an Advanced School of Public Administration was established 
asa U.N. technical assistance project in early 1954. In December 1954, the first 
ourse was completed with the graduation 27 public officials from the 5 Central 
American countries. 


Indonesia (International Civil Aviation Organization (ICAO) ) 
The Republic of Indonesia is made up of some 3,000 islands, and the greatest 
distance from west to east is more than 2,000 miles. The economic potential 
of the country will depend to a great extent on the strength of the transport 
nk between these islands and, therefore, on the efficiency of the Indonesian 
airlines 

In 1952, the Indonesian Government asked the International Civil Aviation 
Organization to help them train Indonesians to establish airfields, to form ground 
crews, and to service the planes. The Government has spent millions of rupiah 
since then, much of it going into the building of a complete aviation training 
center 22 miles from the capital city. In turn, ICAO has spent $700,000 since 
1952, supplying an international team that has averaged 10 experts a year and 
equipment for demonstration purposes. This is ICAO’s largest technical assist- 
ance project 

The eagerness of the Indonesians to take part in the development of aviation 
has contributed to the popularity of the ICAO project. On one occasion, the 
airfield at Tjurug was visited by 50 boys from 5 to 15 years of age, who had 
walked 11 miles in the hot sun just to see an airplane, and who would walk an- 
other 11 miles to get home again. The aviation students themselves are all in 
their early 20's and have had 12 years of schooling. None had ever been in a 
plane before coming to the school. Nevertheless, the first pilot-trainees grad- 
uated from the elementary stage of training with averages running from 8&2 to 92 
percent. 

Delay in completing the construction of the training center and in getting 
the necessary equipment for the classes has slowed down the training process, 
but there are now 300 students attending classes. The plan is to graduate 50 

ensed copilots each year (to receive pilot training on the job), and to gradu- 
ate an average of 20 radiomen and 30 trained mechanics during each 12-18 
month period, so that Indonesia’s immediate and pressing needs can be met. 


Mr. Warnuovse. I appreciate the opportunity to appear before 
this committee in support of the request for the authorization of $24 
million out of the fiscal year 1956 appropriations as the United States 
contribution to the United Nations expanded program of technical 
assistance. 

Mr. Chairman, this amount would provide $8.5 million for the sec- 
ond half of calendar year 1955 and $15.5 million for the full calendar 
vear 1956. 


ATTITUDE OF THE PRESIDENT 


In connection with this program of United Nations technical assist- 
ance, I should like to draw the committee’s attention to the statements 
which the President of the United States has made within the last 5 
months on this very important program. As the 84th Congress 
opened, he declared in his message on the state of the Union, and I 
quote: 

We must facilitate the flow of capital and continue technical assistance, both 
directly and through the United Nations. 

In his message on Foreign Economic Policy, the President said, and 
I quote: 


United States participation in technical cooperation programs should be car- 
ried forth. The programs should be concerned with know-how rather than 


ve 
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ce funds I shall recommend that the Congress make available the funds 


I support the multilateral technical cooperation programs of the 
d Nations. The bilateral program of the United States should be pressed 
rously 


re 
1 


Ina third statement » President has said, i] s budget message 
for the fiseal Sates rade. 1956: 


In addition to these bilateral efforts, we have contributed to meeting the 
ost of the United Nations technical assistance program for which experts and 
ancial contributions come from many nations. I am proposing new obliga 
tional authority to cover the total proposed contributions of the United States to 


= program for both calendar years 1955 and 1956 
ASSISTANCE PROVIDED BILATERALLY AND MULTILATERALLY 


For the past several vears, Mr. ( ‘*hairman, the United states, as part 
to the underdeveloped areas. Our motivation has been both human 
tarian and enlightened self-interest. 

We believe that technical assistanc e can best be pro\ ided both bilat- 
erally and multilaterally rather than through either channel ex 
( lus VelV. 


of its basic foreign policy, has been furnishing technical assistance 


‘T hrough the multilateral programs, existing international machi 
| ery is utilized to furnish assistance to the members. It is important, 
| we beleve, for the underdeveloped countries to be able to go to an 
international organization of which they are members and request as- 
sistance, rather than to have to rely solely on one of the developed 
countries 
A number of members of this committee, Mr. Chairman, have al 
— participated in the work which has been done in the Subcom- 
mittee on Technical Assistance under the chairmanship of Senator 
Mansfield. The study which this committee made on multilateral 
technical assistance and which the staff of the Foreign Relations Com- 
mittee has participated in has been extremely useful and helpful to 
many of us. The hearings conducted by Senator Mansfield have al- 
ready covered many important areas of this work. 


PLEDGING CONFERENCE 
Mr. Chairman, the United Nations operates this program of multi- 


lateral technical assistance on a calendar-year basis. Each November 
the United Nations hold a pledging conference at which governments 


; pledge the amounts they are to contribute for the coming calendar 
: year. This is necessary in order that the total resources may be known 
so that the program can operate on a sound financial basis. 
The United States was not able to pledge for 1955 at the pledging 
conference, because the Congress in the mutual security appropria- 
1 


tion bill for 1955 stipulated that no pledge be made until appropria- 
tions are in hand. 

Although we have now been able to contribute $6.5 million for the 
first half of this calendar year, the total United States contribution 
for calendar year 1955 is still not known. This makes field operations 


n difficult and long-range planning virtually impossible. 
; 
3 








334 MUTUAL SECURITY ACT OF 1955 
REQUEST FOR CALENDAR YEAR 1956 


To avoid repetition of this situation, Mr. Chairman, we are request- 
ing authorization and appropriation of the United States contribu- 


tion for the full calendar year 1956 in addition to the funds for the 
last half of 1955. 

This would permit the United States to make a pledge at the pledg- 
ing conference this coming November. If the Congress appropriates 
funds for the 18-month period at this time, we will then expect to re- 
quest appropriations on a 12-month basis for the fiscal year 1957 and 
thereafter. 

At this point, Mr. Chairman, I should like to insert for the record 

letter from Ambassador Henry Cabot Lodge, Jr., to Senator Hay- 
den, covering this very problem. 

The Cuatrman. You may put it in the record. 

(The letter referred to follows :) 


New York, N. Y., March 29, 1955 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senate. 

Dear Mr. CHAIRMAN: At the hearing before the committee on Monday morning 
I was asked whether I had any suggestions for a solution to the problem created 
by the fact that the United States Government operates on a fiscal-year basis, 
whereas the United Nations operates on a calendar-year basis. 

As I explained on Monday, the operations of United Nations technical assist- 
ance are under the general supervision of the Economic and Social Council. 
The United States Representative in the Economic and Social Council at present 
is Mr. Preston Hotchkis. My connection with United Nations technical assist- 
ance is very general, due to the fact that I am supposed to coordinate the activi- 
ties of the United States representative in the Economie and Social Council. 
For this reason I had no ready answer. 

Since last Monday I have had a chance to consult the precedents in this 
matter and, in particular, to look into the methods used in handling appropria- 
tions for other voluntary programs which are not under the jurisdiction of my 
office. 

Upon looking into this matter further, I find that there is precedent which 
suggests a solution of this problem. 

I am informed that the appropriations for the technical-assistance program, 
operated under the auspices of the Organization of American States, are han- 
died on a 6-month lead basis. By this I mean that, for example, an appropria- 
tion is made this year for fiscal year 1956 which the Organization of American 
States is authorized to expend during the entire calendar year 1956. 

I realize that Congress has a natural reluctance to appropriating money to 
be spent beyond the fiscal year. However, there does appear to be merit in follow- 
ing this course with respect to a program such as the United Nations technical- 
assistance program, where the pledging conference is held and the bulk of the 
money is obligated during the fiscal year, although all of it is not actually spent 
until 6 months after the expiration of the fiscal year. I understand that this 
practice was followed in connection with the first few appropriations for the 
United Nations technical-assistance program. 

In order to put the appropriation for the United States Nations technical- 
assistance program on this 6-month lead basis, it will, of course, be necessary to 
make an initial appropriation for an 18-month period. I believe that there is 
precedent for such an 18-month appropriation in the case of the United Nations 
children’s fund. 

The foregoing suggestions are, of course, based upon the assumption that one 
approves the technical-assistance program on its merits. If one does not believe 
in the program, then no form of appropriation is justified. 

With best wishes, 

Sincerely yours, 
Henry Casor Lopes, Jr., 
Representative of the United States of America to the United Nations. 
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Mr. Warnuovuse. I should like to point out there are several prece- 
dents where the Congress has appropriated funds for expenditures 
bevond the United States fiscal year. In the Organization of Ameri- 
can States technical-assistance program, for example, funds are appro- 
priated each year for the full calendar year. Funds were likewise 
appropriated in the Mutual Security Appropriation Act for fiscal 
vear 1955 for the United States contribution in calendar year 1955 in 
the Intergovernmental Committee for Kuropean Migration. 

The request for fiscal year 1956 for S24 million embraces $8.5 mil- 
lion for the second half of calendar year 1955 and $15.5 million for 
the calendar year 1956, 

This would make the total United States contribution for calendar 
vear 1955, $15 million or 53.6 percent of the total pledges to the United 
Nations technical-assistance program. 

For calender year 1956 we are proposing $15.5 million with the 
United States percentage reduced to 50 percent. 

Last year, in its report on the Mutual Security Act of 1954, this com- 
mittee strongly approved the administration’s proposal for a reduc- 
tion in the United States contribution to 50 percent of the total, and I 
am pleased to say that we are now proposing to reach this goal in 
calendar year 1956. 


SOVIET PARTICIPATION IN PROGRAM 


I should like to say a word or two, Mr. Chairman, about the Soviet 
Union participation in this program, which I think will be of some 
interest to this committee. 

After criticizing the United Nations technical assistance program 
for several years as an instrument of American imperialism, the 
Soviets have now begun to contribute 4 million rubles, the equivalent 
of $1 million, for 1953 and 1954, and they have pledged the same 
amount for 1955. None of the rubles has as yet been used, although 
plans have been approved for the use of the equivalent of about a 
million and a half dollars in 1955. 

About 91 percent of this amount will be used for the purchase of 
Soviet supplies and equipment. Three of the projects approved pro- 
vide for a total of seven Soviet experts. As of May 1 of this year, no 
nationals of the Iron Curtain countries, including the Soviet Union, 
who contribute in rubles have been employed as technical assistance 
experts. 

TECHNICAL ASSISTANCE EXPERTS 


According to our latest information from the United Nations no 
expert from any other country closely associated with the U. S. S. R. 
has been recruited, although several experts who no longer reside in 
these countries but are technically nationals of these countries have 
been recruited. 

I understand that these nationals left their respective countries 
some time around 1939. 

Under the rules and procedures of the technical assistance program 
each expert is individually approved by the country to which he may 
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be assigned. Each government has the opportunity to decide whether 
or not to accept an expert nominated by the United Nations or one of 
the agencies on grounds of technical capacity, nationality, or other 
considerations. The experts employed in the program are com- 
pensated in the currency of their nationality or place of residence 
when recruited, except for a portion of the salary or the allowances 
which are paid in the currency of the country where the expert is 
serving. 

Thus, American experts receive their basic salary in dollars. Brit- 
ish experts receive theirs in pounds. Rusian experts, if employed, 
would receive theirs in rubles. The ruble contribution may be con- 
verted to other currencies for the purpose of defraying travel costs, 
allowances, and other incidental expenses of the experts. Otherwise, 
the ruble contribution may not be converted to other countries’ 
currencies. 

Not one single dollar from the United States contribution would be 
paid to Soviet experts. Similarly, in the case of fellowship awards, 
the recipient countries must consent to the countries in which the fel- 
lows will be placed. 

[ should like at this point, Mr. Chairman, to insert for the record, 
a table showing the governmental contributions and pledges to the 
programs from 1950 to 1955, and also a table showing the estimated 
local contributions by recipient governments. 

The Cuamman. They will be entered in the record. 

(The tables referred to follow :) 
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UNITED NATIONS EXPANDED PROGRAM OF TEC 
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UNITED STATES CONTRIBUTION TO TECHNICAL ASSISTANCE 


Senator Mansrietp. May I ask a question? Mr. Wainhouse men- 
tioned the fact that our contribution was going to be down to 50 per- 
cent this year. 

Mr. Warnuovse. Our objective for 1956, calendar year 1956, will 
be 50 percent. For 1955 the estimated contribution is 53.6 percent. 

Senator Mansrretp. Do you think the State Department would 
approve a statement limiting our contribution in 1956 to 50 percent? 

Mr. Watnuovse. I think, sir, it would. 

Senator Mansrretp. Then I suppose that as time goes on you will 
try to bring our contributions under the technical-assistance program 
more in line with our contributions to the United Nations in general, 
UNESCO in particular, and other agencies of that sort—3314 percent. 

Mr. Watnuovuse. Senator Mansfield, while I wouldn’t want to 
prejudice what the Department might do in the future, I think it would 
be desirable to point out the difference between our contribution to 
the United Nations and our contribution to the technical-assistance 
program. They are essentially different programs. 

The United States assessment to the United Nations originally, as 
you recall, started at the point of 39-plus percent and is now down 
to 3314. We felt that 39 percent plus was entirely too large a sum 
for any one nation to contribute. But in this technical-assistance 
program where you are trying to assist the underdeveloped countries, 
your objective is somewhat different, I think. 

We have been able to taper down our contribution to the technical- 
assistance program, which started at 60 percent, to 53.6 for this year 
and 50 percent for the next year, because we felt, as some of the 
developed countries were recovering economically, they should under- 
take to carry a larger proportion of the contribution. And that is 
what is taking place. 

Senator Mansriexp. I realize the reasons you stated are valid, Mr. 
Secretary. The only thing I have in mind is this: The idea behind 
the technical-assistance program, at least as we understood it since it 
started in Latin America about 1941-42 was, as time went on, other 
countries would put in more, and we would put in less. Other coun- 
tries would take over more and more of the administration, and we 
would reduce our groups. 

I am pleased to note that it will be satisfactory to put in a statutory 
proviso limiting United States contributions for 1956 to 50 percent. 

I would hope, as time goes on, and having known you personally 
for years, that you will do your best to see that amount js reduced 
percentagewise. 

LIMITATION OF SOVIET FUNDS 


You mentioned the Soviet Union finally coming in. Are there any 
limitations on the funds which the Soviet Union has placed at the 
disposal of the United Nations as to where they will be spent ? 

Mr. Warnuovuse. In the summer of 1953 when the Soviet Union 
made this contribution, they attached a condition to the effect that this 
contribution was to be used by the United Nations Technical Assist- 
ance Administration, thus cutting out the contributions to the other 
specialized agencies that participate in the program. That is con- 
trary to the rules of the technical assistance program. In March of 
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‘54 the Soviet Union removed its condition and there is now no pro- 
ibition as to where it might be used by the technical assistance people. 
Senator Mansrreitp. That is all, Mr. Chairman. 


UNITED STATES UNABLE TO PLEDGE IN 1954 


Senator Smiru. May I ask a question? 

Mr. Wainhouse, you will remember last year when the Appropria- 
tions Committee acted, they left us without any appropriations for 

» first half of 1955. That was the reason we went back and asked for 
the appropriation for the first half of 1955 early in the year. Am I 
correct in that ? 

Mr. Warnuouse. Yes, 

In the second supplemental the Congress appropriated $6.5 million 
for the first half of this calendar year. 

enator Smirn. It has been our custom to eee $8 million 
each half year; is that correct? In other words, $16 million for the 
year. 

Mr. Watnuouse. Roughly, yes, sir. 

Senator Smiru. I want to get this in the record because I was em- 
barrassed last year at the United Nations by this whole situation. 
By the action of the Appropriations Committee, we could not make 
any commitments for calendar year 1955 until there had been a definite 
appropriation of funds. 

The confusion brought about by the difference between the calendar 
years of United Nations and the United States made it necessary for 
me, representing the United States last year, to explain the position 
of the United States: that without an actual appropriation we could 
not make any commitments, and we did not make any commitments. 

Since that time we requested $8 million for the first half of 1955. 
The House only gave 4 million. We appeared before the Senate 
Ap propriations Committee and they gave use the whole 8 million, but 

e lost some in conference, and we got a net of $6.5 million for the first 
half of calendar year 1955. 

Mr. Wartnunouse. That is correct. 

Senator Smirn. Because of that confusion, you are asking now for 
fiscal 1956 and the end of calendar year 1956 an overall total of $24 
million, which means $8 million for the 3 half-year periods, the second 
half of 1955 and the calendar year of 1956; is that correct? 

Mr. Warnuovuse. That is approximately correct. 

Senator Smirx. I am hoping we can take this before the A ppropria- 
tions Committee this year and get an appropriation covering the entire 
period so our represe ntative in the United Nations next year can make 
a regular commitment of $16 million. 


REQUEST FOR CALENDAR YEAR 1956 


Mr. WarnuHouse. Senator Smith, we have divided it as follows: For 
the second half of this calendar year, we are asking for $8.5 million and 
for the calendar year 1956, $15.5 million. It comes to the same total. 

Senator SmirH. It comes to the same total. That is because of the 
adjustment, I suppose, over the $6.5 million that we got in the first 
half of 1955. 

Mr. WarnnovseE. Yes, sir. 
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Senator SmirH. Senator Mansfield, does your study of this bring 
to the same understanding with regard to the next authorization ’ 

Senator MANSFIELD. Yes. 

Senator SmirH. Has your subcommittee come to any conclusion? 

Senator Mansrretp. Not as yet, but I understand the general theme 
of your remarks. It does create a very embarrassing situation. 

The way Mr. Wainhouse has explained it, I think the record will be 
set straight and I think your remarks will clarify it even further, 
Senator Smith. 

Senator Smirn. Thank you. 

[ think it will help us to get the matter reaffirmed in the record, 
because we will have this question come up again this year. 

Senator ArKEN. We might be able to do it for this coming year. 
Maybe the first session of the 84th Congress can normally make an 
appropriation that would ordinarily come before the second session 
of the same Congress. 

But the next year, could we make an appropriation that would 
normally fall to the lot of the 85th Congress ? 

The Cuatrman. I think that is what he was addressing himself to. 

Senator Arken. Can that be done? Can we appropriate for the 
Rt h ( ‘ongress ¢ 

The Cnuamman. He takes the position that it can be done, and he 
has cited instances where it has been done. 

Senator ArKeNn,. It is not easy to do it. 

Senator Smirn. In the committee print that we have before us, 
where is that taken care of? I don’t find a reference here. I may 
have missed a reference to the United Nations technical assistance 
program. 

Mr. Pauw. It is page 6, section 7 (b) (1) 

Senator SmirH. Thank you. 

I have had it called to my attention. It is on page 6, lines 12 to 15. 
I will note that for the record. 

Senator Humpnmrey. Mr. Chairman. 

The CHarrMan, Senator Humphrey. 


g you 
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COUNTRIES RECEIVING U. N. TECHNICAL ASSISTANCE 


Senator Humpnrey. Mr. Wainhouse, could you give us a list of the 
recipient countries of technical assistance under the United Nations 
program? What countries are now receiving United Nations techni- 
cal assistance ? 

Mr. Warnnovuse. Yes, indeed. We have such a chart prepared, and 
we will submit it for the record. 

Senator Humpnurey. I would like to have you submit it for the 
record, 

The CHAIRMAN. Please submit it for the record. 

(The chart referred to follows :) 
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Senator Humpnrey. Are there countries receiving United Nations 
technical assistance, to which we contribute, that do not have a tech- 
nical-assistance agreement with us? 

Mr. Watnuovse. There are some. The chart will indicate which 
do and which don’t. 

Senator Humpurey. You will have comparative tables in those 
charts ? 

Mr. Watnnovuse. Yes, sir. 

Senator Humpnrey. Thank you. 

Senator Smrru. Isn’t this addendum attached to your statement 
the material which we are asking for now ¢ 

Mr. Warnnovuse. Not quite, sir. The annex to the principal witness 
statement section seeks to give the Senate Foreign Relations Com- 
mittee an appreciation of the progress and accomplishments which 
have been made in the multi ateral technical-assistance program. 
There are enumerated there a list of a number of projects in the 
various countries under the various specialized agencies on this very 
problem. 

[ thought it would be helpful to the committee to see what progress 
has been made in this area. 

Senator S»rru. It is a little different than the material Senator 
Humphrey asked for. 

Senator Humpurey. Is it? 

Mr. Warnnovuse. Yes: it is different. 

Senator Humpurey. I was concerned with some of the Asian coun- 
tries where we have had difficulty with bilateral agreements, but I 
understand that the United Nations technical-assistance operation has 
been accepted and is working. It is a working operation. 

Mr. WatnuHovuseE. That is correct. 

Senator Humpurey. I am thinking of Burma. I believe that is 
one ex: umple. There is some work going on in Indonesia under the 
United Nations technical assistance. 

Mr. Watnuouse. Yes. The chart will indicate what those areas are 
and the areas in which the United States is operating and where both 
are operating. 


SOVIET ACTIVITIES IN THE FIELD OF TECHNICAL ASSISTANCE 


Senator Humrnurey. Do you have any indication that the Soviet 
will step up its activities in this field ? 

Mr. Warnnovuse. We have no indication at the present moment, 
but it wouldn’t surprise us if the Soviets did step up their activities. 
[ think they have begun to see the importance of this program and 
have begun to realize the importance of being some kind of a con- 
tributor to it. 

Senator Humpurey. They could have some bilateral arrangements. 
Do they not have such a bilateral arrangement with Afghanistan ? 

Mr. Pauu. Yes, sir: they do. They have both technical and eco- 
nomic assistance arrangements with Afghanistan. They have made 
a number of other offers to other countries in Asia. 

Senator Humpnrey. I understand that. India is another example. 

Mr. Paut. Yes, sir. They are providing technical assistance on a 
very few projects and have offered to build a steel plant. 
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Senator Humpurey. They have a bilateral arrangement and are 
now belatedly participating in the United Nations technical assistance 
program. 

\ir. W AINHOUSE. Yes, sir. 

Senator Humpurey. I would like to make a reference as to what 
may be some hopeful developments. In the months ahead if we hold 
a big power conference, there should be some agreements on dis- 
armament. Our people who have been watching the Soviet maneu- 
vering and activities are of the mind that the period of relaxed ten- 
sion may be used profits ably by the Soviet in these areas of technical 
assistance by stepping up what you might call diplomatic economie 
programs, I have been concerned as to what our general views are 
in relation to such a possibility. 

I am one of those who happens to believe that the Soviet may very 
well look forward to a relaxed armament tension, only to forward its 
program, as it has started to do, particularly in the Asian and Afri- 
can areas, by expanding the technical assistance. 

I think that is why this program is terribly important. I surely 
want to concur in what Senator Smith and Senator Mansfield said. 
The embarrassment of our representatives at the United Nations in 
not being able to pledge for the calendar year is something we have 
to overcome. 

The Cuamman. May I say, Senator Humphrey, Senator Mans- 
field’s Subcommittee on Technical Assistance has under study this 
very problem and has a report which is about ready to be printed. 
We will give detailed information, so far as the committee has been 
able to ascertain it, as to just what the Soviet Government is now pro- 
posing to do. 


BILATERAL ASSISTANCE 


Senator Smirx. May I ask you, at this point, where you have the 
overall figure of the bilateral assistance program as contemplated in 
this legislation ? I wanted to compare it with the $24 million we are 
talking about for a year and a half. What is the bilateral total 
figure ¢ 

Mr. Pavt. I will give it to you right away. 

Senator Smiru. I think it is over $100 million. 

Mr. Pau. The total of nonmilitary assistance around the world, 
Senator Smith, is $2,130 million. 

Senator Smiru. That includes something outside of technical 
assistance, 

Mr. Pauw. Yes, sir. The worldwide total for technical assistance 
is $172 million of which the $24 million requested for the United 
Nations program is included. So that would have to be deducted to 
get the bilateral nage 

Senator Saaru. I had called to my attention in the committee print 
of the bill on page 6, section 7 (b), the figure $1: £6,500, 000 for tech- 
nical-cooperation program for Africa, Asia, the Near East, and Latin 
America, Is that the right figure? 

Mr. Pau. That is the correct figure. 

Senator Humpnrey. And then the $24 million is over and above 
that? 

Senator Smiru. In addition. 


62426—55 23 











348 MUTUAL SECURITY ACT OF 1955 


Mr. Pauw. Also, the contribution, Senator, to the Organization of 


American States which was described in the Latin American presenta- 
tion, which is another contribution to multilateral technical-assistance 


programs, 
Senator Humpurey. A million and a half. 
Mr. Paun. Yes. 


MILITARY ASSISTANCE 


Senator Humenrey. Just to complete this record, what is the total 
military assistance? Senator Smith is capsuling this and it is very 
helpful to us. 

Mr. Pau. The request for new obligation authority is $1.4 billion. 

Senator Smirn. That is for military hardware. 

Mr. Paut. Hardware and training. Direct forces support, which 
under the President’s Executive Order 10610 is to be transferred to 
the Department of Defense for administration, is an additional $317.2 
million. 

Senator Smiru. We had that in the testimony of Mr 
in these hearings. 

Mr. Pauw. That is a total of $1,717.2 million for military assistance 
and direct forces support. 


. Hensel earlier 


AID TO ASTA 


Senator Humpeurey. How much of that 

Mr. Pauw. Colonel Critz. 

Colonel Crrrz. We have not specifically earmarked any specific 
amount of that for the Asian area. We broke out our commitments 
more or less for the various nations. We have also inserted 
direct requirement the protection of the investment: 
maintenance of the equipment. 

We have this equipment all over the world. 

Senator Humpurey. Could you give me in round numbers, in what 
you might call your considered judgme nt, how much would go to the 

Asian area’ I am particularly interested in the relation of the mili- 
tary assistance vis-a-vis the technical assistance in the Asian area 
I gather there is relatively little military assistance in the Latin 
American area. 

Colonel Crrrz. That is correct. 

Senator Humpurey. Then the only other military assistance you 
have is the European area under NATO. Your North African bases 
are in the Asian area. 

Colonel Crirz. We haven't broken it down that way for the 1956 
program. 

Senator Humpnrey. I would be very interested in it. 

I happen to have some feelings about how much military assistance 
we should be putting into Asia as related to economic and technical 
assistance. You get a better judgment as to what we are doing policy- 
wise if you find out how much emphasis we are putting on technical 
assistance as related to economic assistance, which is not related di- 
rectly to military assistance, and then how much you have in the 
military assistance. 

[ would be interested in the SEATO part of our program. 

Colonel Crirz. Let me get that for you. 

Senator Humpurey. Thank you. 


goes to the Asian area? 


in other words. 
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(The classified information was subsequently furnished the com- 
mittee. ) 


Mr. Warnuouse. We have here this morning. Mr. Preston Hotch- 


The CurarrMAN. We will be glad to hear from him. 

Mr. Pauw. He is the United States representative to the United Na- 
tions Economic and Social Council. 

Mr. Hotchkis serves this Government with great distinction and 
credit on that Council, and I would like to ask this committee to hear 
him at this time. 

Phe CHARMAN. We will be glad to hear from you, Mr. Hotchkis. 


STATEMENT OF PRESTON HOTCHKIS, UNITED STATES REPRESENT- 
ATIVE TO THE ECONOMIC AND SOCIAL COUNCIL 


Mr. Horcuktis. Thank you, sir. 

As the United States representative in the Economic and Social 
Council, I would like to emphasize with all the force at my command 
the extreme importance to the United States of the fullest support pos- 
sible for the expanded technical assistance program as carried on 
under the United Nations. 


SUPPORT FOR THE U. N. TECHNICAL ASSISTANCE PROGRAM 


In my job I meet and talk with representatives of many govern- 
meuts, not only the representatives of the 17 other governments who 
are members of the Economic and Social Council, but also the 59 other 
vovernments in the General Assembly. 

This is because I was a senior adviser to Ambassador Lodge at the 
last session of the General Assembly. In my talks with these repre- 
sentatives whose governments are sup porting the program, and ms ny 
of them are receiving aid from it, I hear such statements as from the 
Brazilian representative, for example, who said his government re- 
yards the expanded program as a major experiment in international 
solidity and has actively participated in its operation, both as recipient 
and donor. 

And again, from the Egyptian representative who said that the 
inderdeveloped regions hesitated at the outset to profit from the pro- 
gram. Today these regions enthusiastically welcome the international 
experts and are multiplying their requests for technical assistance. 

From the Honduran representative, who said that the provision of 
technical assistance under the expanded program is one of the finest 
examples of international cooperation through the United Nations 
and the most effective means of raising standards of living and 
achieving progress. 

I could go on, Mr, Chairman, giving similar statements from the 
representatives of Pakistan, from the Philippines, from Indonesia, 
from Thailand, and around the globe. 

Also, as a member of the Technical Assistance Committee, which is 
made up of the 18 governments who are members of the Economic and 
Social Council, I have been in a position to see for myself the difficul- 
ties which have beset the administrators of the program because of 
the uncertainty of financial support. 
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IMPORTANCE OF PLEDGING FUNDS 


‘The Congress has stipulated that no United States pledge should 
be made to the program until funds have been appropriated. A] 
though it is true that most other governments make their pledges 
subject to a parliamentary action, that has been the stipulation of 
our ¢ ‘ongeress. 

| think the policy set forth by the Congress is sound if the funds 
are then made available in time so that the program can be planned 
on an efficient basis. As 1 bus inessman, I am aware, however, of 
the impossibility of oper tion a program of this nature with a maxi 

mum of efficiency and economy without knowledge of the total re 
sources which will be available for the year. 

[t was late last month, as you will recall, 4 months after th 
beginning of the United Nations fiscal year, which starts on Jan 
uary 1, before the administrators of the program knew that the 
United States would contribute $6.5 million for the first half of the 
year. They still do not know how — the United States will con- 
tribute for the second half of the yea 

It is manifestly impossible to alice a long-term global program 
on this kind of a start-and-stop and hand-to-mouth basis because 
projects are being carried on in over 70 countries and territories 
throughout the world. Experts are recruited from 63 countries and 
territories, and with operations of this magnitude scattered over 
the two hemispherical areas, it therefore seems to me imperative 
and important that the administrators of the program have advance 
knowledge as to what their total resources will be for the year’s 
operations. 

Indeed, when the specialized agencies, such as the World Health 
Organization, the International Labor Organization, the Food and 
Agricultural Organization, and the United Nations Educational, Sci- 
entific, and Cultural Organization, come before the Economic and 
Social Council to submit their annual reports on the operations of the 
program, I bear down on their Secretaries General to see that the 
greatest economy, efficiency, and the most careful forward planning 
is practiced. Is such an admonition consistent, however, when the 
uncertainty of financial support by my Government prevents in a 
large measure the attainment of these objectives ? 

I therefore cannot urge too strongly the favorable consideration 
of this committee for authorization of the total amount of $24 million 
which has been requested by the President. This would permit the 
United States delegation at the General Assembly this fall to go to 
the pledging conference and make a pledge on behalf of the U nited 
States with the assurance that the funds were available. 

As the largest contributor, it seems to me that we cannot afford 
any longer to put this vital program in jeopardy because of our 
failure to announce our intentions in time. 


SOVIET CONTRIBUTION 


I am often asked about the Soviet participation in the technical- 
assistance program. I think that Ambassador Lodge covered that 
clearly and succinctly before the Senate Appropriations Committee 
on March 28 when he said: 
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Let me declare at this point that no United States fund will be used under the 
vram to pay for a single Soviet expert or a single Soviet piece of equipment. 
The Soviet Union, of course, has a right to enter the program and even if 
e program did not exist, the Soviet Union could engage in bilateral programs 
ts own, but we can do a better job of this kind of thing than the Soviet 
ion can and it helps us for people to be able to compare the American and 
Soviet performance and then judge for themselves. This program can be a 
showcase for the United States for our equipment and for our human beings 
such as doctors, engineers, etc. 


Thus spoke Ambassador Lodge. 
REASONS FOR SUPPORTING THE PROGRAM 


In conclusion, Mr. Chairman, I believe the United States should 
ipport this program for the following five reasons: 

1. Our contribution gets particular attention and appreciation be- 
iuse it is being made under the United Nations auspices on which 
the eyes of the world are all focused. The charge that technical 

assistance is a cover for United States imperialism, which is always 
intrue, cannot be made with even remotest plausibility about a pro- 
cram operating under the aegis of the United Nations. 

This multilateral method of handling technical assistance is also 
particularly advantageous to us because so many countries are in on 
it, too. It, therefore, does not provoke the envy and sense of being 
patronized which often, however unjustly, goes to him who dispenses 
favors singlehandedly, ‘and on a purely bilateral basis. 

Technical assistance is not a handout or a giveaway, but it is 
ring skills, helping others in underdeveloped countries to help 

{ paeaeaae 

!. Our participation and technical assistance under the United N 
tions helps us measurably in the cold war and in maintaining our 
le we of the free world, for it is the strong and the free helping 

he weak, and sometimes the threatened. 

Indeed, it was only to try to offset the prestige which we derive from 
it * it caused the Soviets to enter the program in 1953. 

Technical assistance under the United Nations is in fact our 
progr: am. We initiated it. We developed it. We are credited with it. 

To impair its effectiveness or to abandon it now would hurt us and 
help our adversaries. 

Therefore, I urge the favorable consideration of this committee 
for authorization of the total of $24 million which has been requested 
by the President. 

Thank you very much. 

Senator Smrru. I would like to ask a question. 

The Cuarrman. All right. 

Senator Smirn. In the first place, I would like to pay a compliment 
to you for the work you have been doing at the United Nations. Thad 

the privilege of working with you last fall, and it was a pleasure. 

You mentioned that you hoped this authorization anal be acted 
on by us, but that isn’t enough to cover the situation. We have to go 
before the Appropriations Committee to get $24 million to take care 
of calendar year 1956. We will need the benefit of your eloquence 

) before the Appropriations Committee to get that through. 
Mr. Horcuxis. I will be glad to do it. 
The CuatrmMan. Any questions? 
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If not, we will be very glad to go on to these miscellaneous speci: 
programs now, Mr. Paul. 

Mr. Paun. We have astatement from Mr. Wainhouse on the United 
Nations Children’s fund. 


STATEMENT OF HON. DAVID WAINHOUSE, ACTING ASSISTANT 


SECRETARY OF STATE FOR INTERNATIONAL ORGANIZATION 
AFFAIRS 


Mr. Wartnuouse. I should like to submit for inclusion in the record 
of the committee my statement and then make a few oral remarks. 

The Cuatrman. That may be done. 

(The statement referred to is as follows :) 


STATEMENT OF Hon. DAVID WAINIIOUSI 


It is a pleasure, Mr. Chairman, for me to appear before this committee to re 
port to you on the outstanding work being done by the United Nations Children’s 
Fund, more commonly know as UNICEF, in connection with the request of $14.5 
inillion which is pending before the committee. 


WORK BEING DONE BY UNICEI 


In 1954 programs aided by UNICEF reached more countries and more children 
and mothers than in any pervious year. During the year UNICEF assisted 250 
programs in 88 countries and territories, as compared to 200 programs in 78 
countries and territories in 1953. More than 28 million children and mothers 
benefitted from the mass health and long-range feeding programs in 1954, as com 
pared to 21 million in 1953. In addition, many more children and nursing and 
pregnant mothers received benefits from the maternal and child welfare centers 
aided by UNICEF. Aid has now been approved for over 7,000 of these centers, 
mainly in rural areas. The centers are frequently on a very modest basis; but 
to peoples who have had no health services or facilities whatsoever, they stand 
out as a beacon of hope for success in the continuing struggle against infant 
mortality and disease 


UNICEF—A SELF-HELP PROGRAM 


In no sense is UNICEF a giveaway program. On the contrary, it is a self-help 
program. A project assisted by UNICEF is a cooperative venture in which funds 
contributed by UNICEF are matched in local resources by the assisted govern- 
ments. There are good reasons for this emphasis on self-help. The countries 
respond more favorably, and better and more lasting results are achieved when 
things are done with them and not merely for them. Furthermore, this coopera- 
tive approach emphasized by UNICEF has awakened in the peoples receiving 
help a sense of pride and importance which has motivated them to action well 
beyond that which could be accomplished through governmental action alone. 

Secondly, UNICEF could not do everything, even if it set out to do so. The 
resources available for international assistance are far too inadequate to meet 
the immense needs in the field of child health and welfare throughout the world. 
UNICEF'’S role is not to assume responsibility itself for instituting child health 
and welfare programs, but to encourage and assist individual governments in 
developing their projects and expanding their efforts in this field. Again, child 
needs are so great that UNICEF necessarily restricts its activities to a limited 
number of these needs. UNICEF concentrates on problems where international 
aid can initiate the greatest improvement and can stimulate maximum action 
on the part of governments. These areas are principally (1) basic maternal 
and child-health training and services, including the establishment of rural 
health centers and clinics; (2) mass health campaigns against such crippling and 
killing diseases as malaria, yaws, tuberculosis, and leprosy; and (3) activities 
to improve nutrition, including long-range child-feeding programs, and the in- 
creased production and use of milk. The concrete results of UNICEF through 
these programs have been experienced by children and mothers even in the most 
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ite villages The productive energy of many persons, formerly blunted by 
nger, poverty, and disease, have been released and channeled to constructive 


FUNDS USED TO HELP UNDERDEVELOPED COUNTRIES 


rom the above it can be seen that the main emphasis of the UNICEF program 

= to help the underdeveloped countries in the development of their own perma- 

programs aimed at solving problems of maternal and child health that have 

ted generations of their children. UNICEF also uses a limited amount of 

s resources to provide emergency assistance for the victims of catastrophes such 

is earthquakes, floods, droughts, and famines, where the welfare of the child 

ulation is seriously affected. Such aid is in the form of food, clothing, and 

nkets In 1954 emergency assistance constituted approximately 17 percent 

f total VNICEF program assistance. Much of the emergency aid consisted of 
osts of shipping dried-milk supplies to Korea. 


CONTRIBUTIONS TO UNICEE 


[he United States has always contributed generously to the Children’s Fund 
he & years of the fund’s existence, this Government has contributed a total 
$105,551,000. Other governments, I am pleased to say, have responded well to 
fine example set by the United States. This does not include the Soviet bloe, 
however, which contributes nothing In 1954 a total of 60 governments other 
than the United States pledged or contributed to the central account of UNICEF, 
as compared to 53 in 1953, and 39 in 1952, and 34 in 1951. The actual amount 
contributed by other governments has increased from $4.6 million in 1953 to $5.3 
million in 1954—an increase of over 15 percent. Indications are that there will 
be a further sizable increase in 1955. 

Perhaps of even more importance than their contributions to the central 
account are the increasingly large sums which the governments receiving aid are 
contributing to projects in local currencies and in such other form as local per- 
sonnel, services, transportation and locally available supplies, equipment, and 
facilities. Of the total contributions that go into UNICEF-aided programs, only 


bout one-third are provided through the central account. These local contri- 
butions comprise the remaining two-thirds. In 1954, for example, the recipient 
governments contributed $32.5 million in local contributions Since govern 
ments other than the United States also contributed $5.3 million to the central 
count, the resultant proportion of the United States contribution to total gov- 
ernment contributions to UNICEF from all sources is only 18 percent 
The current appropriation for UNICEF extends through June 30, 1955, the 
end of the United States fiscal year 1955. The UNICEF program, however, is 
operated on a calendar-year basis, and all other participating governments in 
UNICEF make their pledges for the full calendar-year program. The fact that 
he United States appropriation is on a different basis tends to complicate the 
edging and contribution of funds by the United States. This is particularly 
ie as it relates to the calculation of the United States ratio of contribution, 
for it is difficult to apply a percentage figure in the middle of the program year. 
Che fiscal year basis of the United States pledge also makes it more difficult for 
1 agency to plan its program for the year, since it does not know in advance 
how much the major contributor will give. 





REQUEST FOR FUNDS 


rhe request of $14,500,000 for UNICEF, which is now before you, is for the 
18S-month period from July 1, 1955, to December 31, 1956. Of this amount 
$4,800,000 would be applied to the last 6 months of calendar year 1955, which, 
together with the $4,200,000 already appropriated, would result in a total of 
$9 million for the full calendar year; and $9,700,000 would be for calendar year 
1956. The reason for the 18-month request is to place the authorization and 
ippropriation of United States funds for UNICEF for a period corresponding to 
the UNICEF program (viz calendar) year. Approval of this request would 
make it possible for the United States to make its pledge for the full calendar 
year 1956 program prior to the beginning of the year, and would, as a result, 
facilitate the planning and operation of the UNICEF program. It would also 
serve as a stimulant to other governments in considering their pledges for the 
ilendar year 1956 program. 
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PERCENTAGE OF CONTRIBUTIONS 


I would like also to say a few words about the percentage of the United States 
contribution. For a number of years the United States contributed approxi 
mately 70 percent of the Government contributions paid into the central account 
of UNICEF. Since an increasing number of governments is contributing t 
UNICEF and since the financial condition of many of the contributors has im 
proved materially in recent years, it did not appear to be in the best interests of 
this multilateral program for any one government to continue to contribute such 
a preponderant share of the contributions to the central account as the United 
States was contributing. At the same time, however, this Government is anxious 
to avoid reducing its percentage to such an extent that it will drastically curtail 
the program. Such action would destroy the good will which the United States 
bas built up through its support of the program. In accord with these objec- 
tives, the United States percentage was gradually reduced over the 18-month 
period from July 1, 1954, to June 30, 1955, to 60 percent. The proposal before 
you calls for a continuation of the 60-percent ratio through the remainder of 
calendar year 1955, and a further reduction to 57.5 percent in calendar year 1956. 
We believe that such a reduction is sound and that it should not have an adverse 
effect on the UNICEF program. 


“ASSIGNMENT CHILDREN” 


In closing, I would like to call the attention of the committee members to the 
new Danny Kaye film about the Children’s Fund entitled “Assignment Children.” 
Perhaps all of you have already seen this film, but if you haven’t, I hope that 
you will be able to do so. This film portrays very vividly the good work that 
UNICEF is doing in Asia, and it is a far more eloquent plea than can be given in 
words for the continued support of the United States for this well-deserving 
program. With a little help from us and other governments millions of children 
will be able to live a better and more productive life, and the foundations of 
international peace and understanding for the future will be immeasurably 
strengthened. 


ENDORSEMENT OF EXECUTIVE BRANCH 


Mr. Warnuouse. There is pending before this committee, Mr. Chair- 
man, a request for $14.5 million for the United Nations Children’s 
Fund. 

Many of you I know are already quite familiar with the work and 
the accomplishments of this program. The executive branch strongly 
endorses continued United States support of the worthwhile pro- 
gram known as UNICEF. 

The United States has been the mainstay of the United Nations 
Children’s Fund since its inception. Our support of and leadership 
in this program have been the primary factors in the outstanding rec- 
ord of UNICEF in assisting underdeveloped countries establish and 
develop badly needed child health and welfare programs and services. 

The efforts of the United States in this program are recognized and 
appreciated by the countries receiving the assistance. 


REQUEST FOR FUNDS 


I would like to call to the attention of the committee the fact that 
the request for UNICEF is for an 18-month period, from July 1, 
1955, to December 31, 1956. UNICEF operates on a calendar-year 
basis. Approval of this request will make it possible for the United 
States not only to complete its 1955 contribution, but to make a pledge 
for the full calendar year 1956 program of UNICEF in advance of 
the year. 
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Senator Smirn. That is the same request you make as far as the tech- 

al assistance is concerned. 

Mr. Warnnouse. Yes, sir; 1 won’t belabor that point. 

[t was our plan, Mr. Chairman, to have Dr. Martha Eliot, Chief 
of the Children’s Bureau, and our United States representative on 
UNICEF’s Executive Board here this morning. I think she is the 
person in our Government who is most familiar with the work of this 
program. But Dr. Eliot unfortunately cannot be here today. She 
is presently attending the World Health Assembly in Mexico City. 
She will be back, however, on May 18, and will be very pleased, if this 
committee desires, to come before it and make a statement about the 
work of the Children’s Fund. 

Otherwise I have here two members of my staff, Mr. Otis Mulliken 
and Mr. Wendell Coote, who are available to discuss the various aspects 
of this program and are at your disposal. 

The CuarrmMan. Any questions ? 

Senator Smiru. Here again I think you will have to appear before 
the Appropriations Committee, as in the case of the other program. 

Mr. Watnuovuse. Yes, indeed. 


UNICEF AND WHO 


Senator Humenrey. My only question is that I understood that 
UNICEF started out as a sort of an emergency program. I have 
often wondered whether there wasn’t some duplication, not neces- 
sarily in operation, but at least in its structural outline and in the 
scope of activities, between the World Health Organization and 
UNICEF. 

Mr. Watnuouse. May I put that question to Mr. Mulliken? 

The CHarMan. Yes, sir. 

Mr. MciurKen. Senator Humphrey, there is, in effect, no real dupli- 
cation, because UNICEF furnishes supplies and the World Health 
Organization furnishes the technical personnel, the trained personnel, 
to carry out these projects. So they work in close collaboration 
together. 

Senator Humpurey. Doesn’t UNICEF also have technical people? 

Mr. Muntirken. UNICEF does not have its own technical people. 
They get them most from the World Health Organization or from the 
Food and Agriculture Organization in connection with nutrition. 

Senator Humrurey. And it isn’t to be looked upon as a sort of an 
emergency program, then ? 

Mr. Mutircen. Definitely not, sir. There has been a complete shift 
in the emphasis to what we call long-range programs, building up 
these maternal and child-health services, so the governments can take 
them over and carry them on indefinitely. 


SHIFT IN EMPHASIS 


Senator Humpurey. Where are you doing most. of your work now 
in UNICEF? 

Mr. MuiirKen. There is a shift in emphasis to Africa at the present 
time. I can cite to you the percentages— 











356 MUTUAL SECURITY ACT OF 1955 





Senator Humprurey. In order to accommodate ourselves as to time 
why don’t we get a breakdown of the present operations in UNICEF, 
with m: iybe some reference back to other oper ations, and which shows 
the = of emphasis? As you say, it is being mostly emphasize 


now in Africa 
BREAKDOWN OF APPROPRIATIONS 


The Cnairnman. What is the present appropriation on an annua 
basis ¢ 
Mr. Warnuouse. Of this amount which we are asking for, namely, 


$14.5 oe $4.8 million would be applied to the last 6 months of 


alendar year 1955, which, together with the $4.2 million already 
ap propriate “y feats | result in a total of $9 million for the full calendar 
ear. And $9.7 million would be for the calendar year 1956. 


The CHatrman. I see. 

Now, then, would you proceed to give us the information asked 
by Senator Humphrey? I think it would be helpful. T think wi 
understand this program Sates we have been over it from year t 
Ve ar. 

Senator Smith has been very much interested in it from the begin 
ning. 

Mr. Pavcx. For the record, Mr. Chairman, would you like to have 
it now 2 

The CHatrrmMan. Yes: I would. 

Mr. Coorr. We have a table which covers this question in full, an 
we will be glad to submit it for the record. 

The CuatrmMan. Do that. 

(The table referred to follows :) 


UNITED NATIONS CHILDREN’S FUND 


Summary of allocations. by ge ographic area, through December, 1954 
In United States dollar equivalents, in units of $1,000) 
1947-5 1951 
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SHIFT IN EMPHASIS 


Mr. Coote. I can read, if you would like, the changing percentages 
of UNICEF aid from th e early years of the fund and « ‘ompare it with 
1954, to show the change in emphasis. In terms of the geographic 
areas in 1947 to 1950, which was the emergency period of the fund, 

.4 percent went to Africa, 10.4 percent to Asia, 10.1 pe reent to the 
eastern Mediterranean area, 76.1 percent to Europe, and 3 percent to 
Latin eee, 

In 1 54, when long-range assistance was being emphasized, Africa 

11.1 a a or an increase of about 11 percent. 

"Asia is 47 percent, or an increase of approximately 37 percent. 

The eastern pa cers is 13.4 percent, which is an increase of 

percent, 

Europe is 6.6 percent, which is a decrease of approximately 70 
percent. 
~ Latin America is 21.9 percent, which is an increase of approxi- 
mately 19 percent. 

The Cuarrman. If you will put that table in now in connection 
with your statement, I think it will give us the Sars ition we wish. 

Mr. Coorr. Yes, sir. 


REASON FOR EMPHASIS IN AFRICA 


Senator Morsp. One question, Mr. Chairman. 

briefly tell us why you decided on the increase for Africa. 

Mr. Muiiurken. The increase in Africa results from a number of 
studies and surveys that have been made in Africa. At the beginning 
of the program not enough was known of child needs in that area. 
But as a result of some survey made in cooperation particularly with 
the World Health Organization, the needs particularly in the field 
of leprosy and trachoma among children in Africa have been revealed. 


INCREASE IN AMOUNT FOR LATIN AMERICA 


Senator Morse. I am delighted, Mr. Chairman, to see the increase 
in the amount for Latin America. I was a witness for an hour and 
. half this morning on the House side, and I missed the discussion 
of the Latin America FOA program. I have only had time to scan 
t, but I will read the record very carefully. 

It seems to me, however, that the } rogram is inadequate—of course, 
I speak with some bias as chairm: i of the subcommittee of this com- 
mittee on Latin American matters—I think there is a great return 
that can be obtained from our expe nditures down there in strengthen- 
Ing hae ign relations on this continent. I am glad to see this group 
increasing from 3 to 21 percent. 

Our major problem, as I have studied this Latin American situa- 
tion, is the coming generation. If we don’t pay some attention to 
them, I think we are headed for serious trouble. 

That is all, Mr. Chairman. 

The CHairman. All right. 

Mr. Paul, you may proceed. 
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ADMINISTRATIVE EXPENSE 


Senator Humpurey. Is there any reduction at all in the request this 
vear from last year? 

Mr. MutiriKen. No, sir. The requests for UNICEF assistance ex- 
ceed the amount of available funds. 

Senator Humpurey. It is a good program. 

Mr. Coorg. May I make one brief statement ? 

In its report last year the Senate Foreign Relations Committtee had 
a comment on the high percentage of the administrative expenses of 
the Children’s Fund. I am pleased to report that in the last year the 
percentage of the administrative expenses in UNICEF was reduced 
from 10 percent to 8.3 percent. In view of the committee’s statement 
last year, I thought it should have this information. 

The Cuarman. Thank you for calling it to our attention. 


STATEMENT OF NORMAN S. PAUL, DEPUTY DIRECTOR FOR 
CONGRESSIONAL RELATIONS, FOA 


REFUGEES AND MIGRANTS 


Mr. Paut. Mr. Chairman, we would like to turn now to the pro- 
posals concerning United States assistance toward the solution of 
the continuing problems of the movement, settlement, and integra- 
tion of refugees and migrants in the free world. Our proposed con- 
tribution to these activities during fiscal year 1956 is $19,900,000 to be 
carried out through three necessarily separate programs, the Inter- 
governmental Committee for European Migration, or ICEM, the 
United States Escapee Program, and the U Jnited Nations Refugee 
Fund. A table indicating the proposed contribution by each of these 
activities is contained on page 543.of the large blue book before you. 

Representatives of the Department of State and FOA who are di- 
rectly concerned with each of these programs are here, and will be 
available to answer any detailed question which committee mem 
bers may wish to ask regarding any of these activities. We also 
have prepared statements with | respect to each of these activities 
which, with the chairman’s permission, we would like to insert in 
the record at an appropriate time. In view of the desire of the chair- 
man to complete hearings on the special programs this morning, 
however, we have not planned to have individual oral presentations 
for each of these activities, although we would be happy to do so if the 
committee so desires. 

The CHarrman. You may enter the statements in the record, 
we will have them available. 

(The statements referred to follow :) 


STATEMENT OF GEORGE L. WARREN, ADVISER ON REFUGEES, DEPARTMENT OF STATE 


The purpose of the Intergovernmental Committee for European Migration is to 
increase the movement out of the overpopulated countries of Europe of migrants 
and refugees who are unlikely to be absorbed by the economies of those countries. 
By supplying ocean transport and technical services the Committee assists addi- 
tional thousands to migrate who would not otherwise do so. secause of the lack 
of capital to provide employment or of land available for cultivation, Austria, 
Germany, Italy, Greece and The Netherlands face the need of securing the 
emigration of some 3.5 million people in the next 5 to 10 years to Australia, 
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Canada, New Zealand, the United States, and the Latin American countries. 
Italv faces the need for securing the emigration of 300,000 persons annually 
fhe Netherlands 60,000, Greece 30,000, Austria 20,000 (mostly refugees), and 


es 


Germany, in spite of a high level of employment, is unabe to provide land for 
ne 60,000 peasant families comprising over 250,000 individuals. Some 175,000 
iigrants are currently moving out of Europe anually without international 

assistance either at their own expense or as a result of subsidies in transporta 
on supplied directly by their own governments 


HISTORY OF ICEM 


The Intergovernmental Committee for European Migration was organized in 
1951 on United States initiative in response to a number of reports and legisla 

e actions by the Congress. The Committee has 26 member governments. 
Communist and Communist-controlled governments are excluded from member 
ship by the constitution. Section 101 (a) (2) of the Mutual Security Act of 
1951 provided the basis for United States participation in the Committee in 
calendar year 1952, and section 534 of the act as amended, the authorization for 
participation in 1953 and 1954, Section 405 (a) of the Mutual Security Act of 
1954 authorized continuing United States participation. Organized initially on 
a provisional basis the Migration Committee is now functioning under a constitu- 
tion which gives it more formal status and stability, and an anticipated life span 
of 3 to 5 years. The constitution has been accepted by 20 of the 26 member 
governments, including the United States. 

The Migration Committee moved 77,664 migrants in 1952, 87,527 in 1953, and 
121.222 in 1954. Ineluded in the total of 286,413 migrants moved over the 3- 
year period were some 110,000 refugees. The persons moved by the Committee 
would not otherwise have been moved. They were added to the flow of 175,000 
migrants who move out of Europe annually without international assistance. 


IMPROVEMENTS OF ICEM 


To increase the volume of movement the Committee has acted to improve gov- 

ernmental procedures in the preselection, selection, and processing of migrants 
the emigration countries and in their reception and placement in the immi- 

gration countries. At the request of member governments the Committee has 
furnished skilled technicians to increase the effectiveness of the public admin- 
istrations of emigration and immigation countries. Other services such as voca- 
tional and language training and the dissemination of information about oppor- 
tunities for emigrants have been provided cooperatively with the emigraticn and 
immigration countries. All of these services applied at both ends of movement 
have served not only to increase the flow of migrants but substantially to improve 
the quality of immigrants selected and to reduce waste, expenditure, and con- 
fusion in the migration process. Approximately one-third of the migrants moved 
in 1954 have consisted of the wives and children of migrants who proceeded over- 
seas earlier without their families. 

The voluntary agencies have played an important role in assisting the Migra- 
tion Committee to expand the flow of movement. They have developed new oppor- 
tunities for immigrants in the receiving countries, secured employers and spon- 
sors for migrants, and, assisted by the Committee, have operated revolving funds 
which make it possible for the migrants to contribute both in advance of move- 
ment and after arrival to the cost of their own movement. Substantial progress 
has been made in placing a larger proportion of the total movement on a self- 
payment basis. Approximtely 40 percent of the migrants moved now pay all or 
a substantial part of the costs of their transportation. 


PLANS FOR 1955 


The Committee is planning to move 142,165 migrants in 1955. Most of this 
movement will be to Australia and to Latin America, but the total includes an 
estimate of 34,530 refugees who are expected to receive visas under the Refugee 
Relief Act of 1953 to be moved to the United States. This latter estimate is 
of those who will require assistance in transportation to the United States, who 
constitute only a part of the total numbers who will receive visas under the act 
during calendar year 1955. 

The Congress in appropriating funds for the United States contribution to the 
Committee for calendar year 1955 required that all migrants moved to the 








360 MUTUAL SECURITY ACT OF 1955 


Western Hemisphere at the expense of United States-contributed funds should 
have a security clearance based on reasonable standards established by the 
Committee. This condition of contribution was readily accepted by the con- 
cerned member governments, and procedures are now in effect by the Committee 
to insure that no migrant is moved to the Western Hemisphere without a security 
clearance. The operation of these procedures is under constant observation by 
the Department of State. 


ESTIMATE OF MOVEMENT FOR 1956 
lhe estimate for movement in calendar year 1956 is 174,350 including 63,000 
o the United States under the Refugee Relief Act of 1953 who will require 
assistance in transportation. The estimated budget of the Migration Com- 
mittee for 1956 is $54,736,618 of which $2,545,507 is for administrative expendi- 
ture and $52,191,111 is for operational expenditure. Contributions to the ad- 
ministrative expenditure are obligatory upon member governments in accord- 
ance with a fixed percentage scale. The United States share is 31.32 percent, 
$790,989. Contributions to the operational expenditure are voluntary and con- 
sist of contributions of free funds for movement and of reimbursements by gov- 
ernments for specific movements undertaken at their direction. The proposed 
United States contribution to operational expenditure for 1956 is $11,709,011 
This contribution to the operational expenditure assists the Committee to meet 
the deficits arising from partial reimbursements by governments for the costs 
of movement. 


? 





The emigration countries in Europe reimburse the Committee at the rate of 
$60 for the movement of an individual migrant, and the immigration countries 
also reimburse the Migration Committee in varying amounts; Australia $75, 
Colombia $50, and Brazil $20. Canada reimburses the committee for the full 
cost of all movement to Canada under official schemes. The proposed total 
United States contribution requested—$790,989 to administrative expenditure 
and $11,709,011 to operational expenditure—is $12,500,000 for calendar year 
1956. This represents an increase of 19 percent in dollars over 1955 appropria- 
tion comnared with the increase of 22.6 percent in movement—142,165 in 1955, 
and 174,350 in 1956. 





STATEMENT BY LAURENCE A. DAWSON, CHIEF, ESCAPEE PROGRAM DIVISION, 
OFFICE FOR REFUGEES, MIGRATION, AND VOLUNTARY ASSISTANCE, FOA 


My name is Lawrence A. Dawson, Chief, Escapee Program Division, Office 
for Refugees, Migration, and Voluntary Assistance, Foreign Operations Admin- 
istration. 

The escapee program has been carried on since March of 1952 to provide 
reception, interim care, and maintenance, and resettlement assistance to recent 
Soviet and satellite escapes in Europe, and to undertake assistance projects on 
behalf of selected escapee groups or individuals in other areas of the world. 
The program provides specific support to United States interests in demonstrating 
the concern of the West for those who flee Communist oppression and seek 
asylum in the free countries of the world. 

The program, which operates primarily through contracts with voluntary 
agencies representing the major United States religious and nationality groups, 
supplements the contribution of local governments of asylum and of the voluntary 
agencies to assure an adequate standard of care for escapees until permanent 
resettlement of integration into the asylum countries can be effected. Projects 
include the furnishing of food, clothing, shelter, sanitary and health services, 
amenity supplies, and limited recreational facilities. Primary emphasis is placed 
on activities which will hasten the prompt resettlement of escapees. For ex- 
ample, the escapees are thoroughly screened to assure that they are bona fide 
anti-Communist refugees and deserving of assistance: are given 
counseling and language and vocational training; and are assisted in securing 
necessary personal documentation and visas. Other resettlement efforts include 
the search for jobs and housing which will facilitate escapee emigration to other 
countries ; and the payment of transportation costs to countries of immigration. 
By January 1, 1955, out of 62,000 persons initially registered for program assist- 
ance, 16,737 escapees from the U. S. S. R. and satellite countries had been re- 
settled, primarily in the United States, Canada, Australia, and Latin America. 
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in this date there were 28,383 escapees still on the caseload of whom about 
10.000 were living in refugee camps. The balance of about 17,000 were dropped 
rom the caseload as no longer in need of assistance, ineligible because of date 
f arrival, or for other reasons. 

At the beginning of calendar year 1956, it is expected that there will be 
19,850 persons on the caseload and that of these, about 14,566 will be resettled 
the course of the year, will be locally integrated, or otherwise dropped from 

caseload. Taking into account additions to the caseload during the year, 

is estimated that 9,750 escapees will be left on hand on December 31, 1956. 
Since the number of new escapees arriving each year is very small in comparison 
o the number being resettled, there is a downward trend in the total caseload 


of the program. 


FUNDS FOR THE PROGRAM 


The escapee program follows a contract cycle which runs on a calendar-year 
isis As a result, funds allotted for each fiscal year actually provide services 
luring the calendar year of the same designation. During calendar year 1956, 
the program will continue as before with heavy emphasis on resettlement in the 
United States under the Refugee Relief Act and in other countries under various 
resettlement programs which are beginning to develop. This resettlement will 
be accomplished in part through the normal resettlement mechanisms of the 
oluntary agencies and in part through special contracts under which the 
igencies made priority efforts to reestablish escapees by finding jobs, housing, 
nd visas in countries seeking new immigrants. These special resesttlement 
efforts are necessary because of the severe difficulty of obtaining visas for 
Iron Curtain escapees who, because of their recent residence in their countries 
f origin, are a suspect and handicapped group even among other refugees. To 
supplement these efforts, special emphasis will be placed on local integration and 
titutional care in the countries of asylum for difficult-to-resettle cases. As 
he accumulated caseload declines, the standard of care and maintenance and 
the intensity of resettlement support for the most recent escapees can be increased 
o the degree necessary to assure that every effort is made to show these unfor 
inate people the real concern of the United States for their welfare and future 
ll-being. The effectiveness of Western assistance to escapees from Communist 
suntries has been demonstrated by the recent Soviet and satellite efforts to 
luce escapees to return to their former homes behind the curtair 








ESCAPEES FROM RED CHINA 


In the Far East, the program will continue projects in behalf of selected 
escapees from Red China. By January 1955, 6,680 Chinese refugees had been 
esesttled in Taiwan and other areas, and an estimated 12.245 more will be 
esesttled during 1955 and 1956. The program in the Far East is necessa1 ily of a 
selected nature and will provide the assistance necessary to care for onl mal 
part of the hundreds of thousands of refugees in Hong Kong, In the Middie E: 

small program in behalf of selected escapees will be continued 

A total of $6 million will be required to cover the cost of activities in behalf 
of escapees during 1956. 
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I appear before this committee on behalf of an authorization of $1.4 million 
for United States support of the United Nations refugee fund. The United 
Nations High Commissioner for Refugees was authorized to undertake this pro- 
gram by the General Assembly in a resolution adopted October 21, 1954. 

This new fund to which contributions are voluntary is designed as a deter- 
mined effort to bring to a close within the next 4 years the period of interna- 
tional assistance to certain groups of refugees who remain unassimilated. There 
are approximately 300,000 refugees who have not yet been absorbed into the 
economies of their countries of residence—principally, Germany, Austria, Greece, 
and Italy. 





AIMS AND ACCOMPLISHMENTS OF 


er 


rHE PROGRAM 

This program is aimed primarily at integrating the refugees into the economies z 
of the countries where they now live. It is described as a “permanent solutions” 2 
program because it is planned to enable those to be assisted to become self- q 
respecting, self-supporting, and productive members in their communities. In q 
addition it will provide placement in institutions for those too old, too sick, and q 
too disabled to support themselves. Finally it will provide limited emergency 4 
assistance for refugees mostly in the Middle East and China, who without such ‘ 


aid, face the prospect of starvation or death by disease. 

How will this be done? Among other things the program will provide credit 
for small loans to establish refugees as tradesmen and skilled craftsmen, loans 
to provide for agricultural resettlement and to provide housing in places where 
employment is available, vocational training to enable refugees to develop re- 
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quired skills, assistance in finding employment opportunities and in arranging 


MUTUAL SECURITY ACT OF 1955 365 


e 


where possible, for emigration. 

What assurances are there that this type of program will be effective? We 
are fortunate that, under a grant of $3.1 million from the Ford Foundation 
for similar purposes, projects of this type were shown to be completely feasible 
and practical. 

OPERATIONS OF THE PROGRAM 


Who will carry out the program? Most of the actual operation of the program 
will be carried out by vountary agencies such as the National Catholic Welfare 
Conference, the World Council of Churches, the Lutheran World Federation, 
the American Joint Distribution Committee, the American Friends Service Com- 
mittee, and the World Alliance of YM-YWCA. These agencies and other like 
them are well-established organizations which have demonstrated their special] 
competency to carry out such work effectively. This was recently demonstrated 
by the way they carried out projects financed by the Ford Foundation. They 
spend their own limited funds on such projects. The United Nations High Com- 
missioner for Refugees will administer the program under the close policy direc 
tion of an executive committee of which the United States is a member. The 20 
members of the executive committee are all governments which abhor the tyranny 
of communism. Neither the U. 8. S. R. nor any other Communist country is 
on the committee. They cannot be members of the committee because the estab- 
lished criterion for membership is ‘‘a demonstrated interest in and devotion to the 
solution of the refugee problem.” 


DURATION 


How long will the program last? The General Assembly has authorized it 
or a period of 4 years, by which time it is contemplated that international 
assistance for these refugees will have been concluded. The General Assembly 
resolution provided that the governments on whose territories projects are 
indertaken “give assurance that they will assume full financial responsibility 
should any of the refugees within the scope of the program still require assistance 

the end of the stipulated period.” 


Cost 


What will it cost? The 4-year program will cost $16 million of UNREF funds 
vhich will supplement local contributions. It is estimated that $4.2 million 
will be required for the first year of operation and the Congress is being 
requested to authorize and appropriate for the first year one-third of this 
amount, namely $1.4 million. Approximately $3.2 million woud be used for 
permanent solutions and $1 million for emergency assistance including the 
difficult cases requiring institutional placement. Contributions by goverments 
ire voluntary. 

In this connection it should also be noted that the General Assembly resolu- 
tion provides that project plans developed should include adequate financial or 
ther contributions from sources within the countries of residence. Only 35 
percent of the total cost of the projects for permanent solutions proposed for 
the first year will be provided from the United Nations refugee fund. 


SUPPORT FOR THE PROGRAM 


In view of the nature of the remaining refugee problem, the issues it presents 
for the United States and other friendly countries and the statements already 
made by other witnesses it may be superfluous for me to repeat the reasons the 
United States should support this program. I shall do so only briefly. 

First, the United States in countering the spread of communism cannot let it 
be said that the free countries of the world are unwilling to provide adequate 
issistance to persons who, at the risk of their lives, have escaped from com- 
munism. These refugees have fled their countries of birth and refuse to return 
heeause of fear of political or religious persecution. They have sought refuge 
in the free world. We cannot afford to have refugees returning to Communist 
ountries because, in view of their experience as refugees, they come to believe 
the conditions of living behind the Iron Curtain are better than in the free world. 
\ freedom which is only freedom to exist in misery in a refugee camp is not the 
kind of freedom which the refugees seek or for which we stand. 

Secondly, most of these refugees are now in countries closely linked in interests 

the United States, Germany, Austria, Italy, and Greece. Their 


presence 
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constitutes an unusual economic burden on these countries. It is in our own 
self-interest to help these friendly governments solve a problem for which they 
have to assume primary responsibility because of the accident of their geographic 
location. Despite their own commendable efforts they need external help. We 
believe they should receive this supplemental assistance to reduce the drain 
which the refugee problem makes on their economic and political strength, 

Thirdly, the American people and the United States Government have never 
been, and I trust never will be, indifferent to human suffering. Our strength 
lies in the practice of our moral principles. Seventy-seven thousand of the 
people for whom permanent solutions are being sought are living in camps 
poorly fed and badly housed, and worse with no opportunity to improve their 
lot. Many have been there since the end of World War II—10 years of honeless 
existence. This situation remains a blot on our western civilization. 

United States support is necessary to make this program a success. 


THE NEED FOR THE PROGRAMS CONTINUES 


Mr. Pau. I would like to speak for a minute or two on the general 
problem which we are attempting to attack through these programs 
and to give you very briefly a description of the interrelations be- 
tween, as well as the distinctions between, these separate activities. 

Despite the efforts of the United Nations Relief and Rehabilita- 
tion Administration and the International Refugee Organization dur- 
ing and after World War IT there still remain hundreds of thousands 
of wartime refugees who either have had no chance to become self- 
supporting because of lack of work, or by reason of ill health or age 
are unable to work. Even today, for ex umple, 10 years after the war 
some 77,000 refugees are still living under unsatisfactory conditions 
in camps in Western Europe. European governments have been try- 
ing to provide for these unfortunate people, and while their contribu- 
tions have been substantial their resources are insufficient to do the 
whole job. External assistance is required for overseas resettlement 
as well as for integration. Although our efforts are concentrated pri- 
marily in the European area, similar problems exist in the Middle 
East and Far East and the escapee program also provides limited 
assistance in that area. I might say at this point, Mr. Chairman, 
that programs which we are describing today are separate and dis- 
tinct from the activities which the United States is carrying out with 
respect to the North Vietnam refugee problem resulting from the war 
in Indochina, funds which have been provided out of our regular 
programs for the Far East, or the problem of the Arab refugees 
from Palestine, for which a separate appropriation is requested, as 
described by Assistant Secretary George Allen before this committee 
last Thursday. 


JUSTIFICATION OF THE PROGRAM 


The basic justification for helping to meet the problem of refugees 
and migrants is more than humanitarian, although this is obviously a 
basic motivation for these programs. By helping to provide perma- 
nent situations for refugees through integration in their countries of 
residence or by movement overseas, economic benefits are realized not 
only by the countries who are unable presently to absorb them but 


also in the countries in which they are ultimately able to find homes 
and useful employment. 
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Just a word about the three programs. The Intergovernmental 
Committee for European Migration (ICEM) is an international 
rganization outside of the United Nations system, with a member- 
ship of 24 governments. This Committee, which was organized 1 
1951 on United States initiative and in response to reports and legis- 
lative actions by the Congress, is designed to facilitate and increase 
the movement out of Europe of surplus peoples to countries in need 
of additional manpower. 

Senator Smiru. Is that the activity that Hugh Gibson was head of ? 

Mr. Paun. Yes, sir. 

The major portion of its funds are used in providing transportation 
to migrants who could not otherwise be moved. Although the ICEM 
program is not carried out through voluntary relief agencies, these 
agencies assist in seeing that arrangements are made for proposed 
movement and also helping to assist these people on arrival in their 
new homelands. Last year the Congress authorized $10,500,000 for 
a contribution to the activities of this Committee duri ing calendar year 
1955, and during this period it is estimated that over 143,000 migrants 
will be moved, primarily to Australia and Latin America. This total 
also includes an estimated 46,500 refugees who are expected to be 
moved to the United States under the conditions of the Refugee Relief 
Act of 1953. 

The CuarrMan. They don’t seem to be moving very fast. 

Mr. Paci. Mr. Warren. 

Mr. Warren. These are only those who need assistance in moving. 
It has no reference to the total number of visas that might be issued. 

Mr. Paws. $12,500,000 is requested for a contribution to ICEM in 
fiscal year 1956 related to the activities of the agency during calendar 
year 1956. This represents an increase of 19 percent in dollars over 
the 1955 appropriation. It is contemplated, however, that the move- 
ment of migrants during this period will increase 21.6 percent over 
the present calendar year, to a total in excess of 174,000. 

Senator Morsr. May I interrupt to ask a question on the first group? 

How are the New Zealand and Australian refugees selected to go 
there in the first ple ace ? 

Mr. Warren. They are selected by the recruiting missions of these 
governments. All the selections are made by the officers of the receiv- 
ing governments. 

Senator Morse. And under the resettlement policies of those 
governments ? 

Mr. Warren. Yes, sir. 

Senator Morsr. What becomes of these people when they get there ? 
Are they taken into industry or taken on the land, or are they taken 
in by relatives in Australia? 

Mr. Warren. In Australia most of them at the moment are going 
into industry and public services. 

There is a substantial boom on in Australia at the present moment, 
and it is estimated that Australia will take 31,200 people under the 
auspices of the Committee during 1955. 
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Senator Morse. Do other countries contribute to this fund, too? 

Mr. WarreEN. Yes. 

Senator Morse. This is our share of the fund? 

Mr. Warren. Yes. 

Senator Morse. Do we make the major contribution to the fund? 

Mr. Warren. Yes, we contribute 31.32 percent of the administra- 
tive budget, which is in the neighborhood of two million five. That is 
obligatory. The rest of the budget is entirely of an operational nature 
and the contributions to that are volunt: ary. We contribute to the 
operational fund about 45 percent of all the cash contributions from 
governments, but about 31 percent of all the operational income whic! 
the Migration Committee receives. 

Senator Morse. Thank you very much. 

Senator Humpurry. May I ask a question with reference to this? 
Who is the present head of this program ? 

Mr. Warren. Harold H. Tittmann, Jr. 

Senator HumpuHrey. He replaced Mr. Gibson ? 

Mr. Warren. He replaced Mr. Gibson. He was elected at the last 
session which concluded a week ago. 

Senator Humrnrey. Are his offices in Geneva? 

Mr. Warren. Headquarters are in Geneva. 

Senator Humpurey. They are to be maintained there? 


Mr. WarrEN. Yes. 


CONTINUING AUTHORITY 
Senator Ttumpurey. I have had some correspondence with refer- 
ence to this program from one of the parties associated with it. I 
was trying to relate this to the budget request. Has there been any 
doubt as to our continuing in this program or is this a firm policy? 

Mr. Warren. The act last year authorized our continuing partici- 
pation. At the same time it accepted the constitution; it did that. 

Senator Humenrey. Why do we need a new authorization? I 
notice the act of last year stated as follows: 

For the purpose of assisting in the movement of migrants, there is hereby 
authorized to be appropriated not to exceed $11,189,190 for contributions during 
the calendar year 1955 to ths Intergovernmental Committee for European Migra- 
tion, and thereafter such amounts as may be necessary from time to time for 
the payment by the United States of its contribution to the committee, and all 
necessary salaries and expenses incident to the United States participation in 
the committee. 

Am I in error in interpreting that language in the act of last year 
as being continuing authorization ? 

Mr. Warren. We understand it to be so, Senator; but we assumed 
that the committee would like to know what progress was being made 
and might even in its own discretion make a recommendation on the 
amount that might be authorized for this year. The program is an 
expanding one. = a sense it is related to the United Nations pro- 
gram and the escapee program. The three programs work along 
together very satel ictorily, and the Department and FOA thought 
that this committee would want to hear what has happened, want to 
know what the prospects were for 1956. 
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Senator Humpurey. Indeed. 

But insofar as the legal aspect is concerned, the act of last year did 
vive continuing authorization. Out of fairness, however, to the com- 
mittee, in view of increased obligations, you felt that a renewal of 
authorization might be desirable? Do I correctly interpret your 
point of view ! 

Mr. Warren. That is correct. 


ESCAPEE PROGRAM 


Mr. Paut. Mr. Chairman, if I may move on for a moment to the 
United States escapee program, it is primarily interested in the re- 
settlement of refugees who have fled from Communist countries in 
Europe and Asia and who are of special interest to the United States. 
This program provides supplemental care, training, and assistance in 
resettlement. ‘This program was initiated in March 1952. It is oper- 
ated primarily through contracts with voluntary agencies represent- 
ing the major United States religious and nationality groups, and 
supplements the contributions of local governments of asylum and of 
the voluntary agencies themselves to assure an adequate standard of 

ire until permanent resettlement or integration can be effected. By 
January 1, 1955, out of 62,000 persons initially registered for assist- 
ance, 16,700 from the U.S. S. R. and satellite countries had been re- 
settled abroad, and there were 28,380 escapees still on the caseload, 
of whom roughly 10,000 were living in refugee camps. As of the 
beginning of calendar year 1956, it is anticipated that there will be 
19,850 persons on the caseload, and that of these about 14,600 will be 
handled in the course of the year, which would leave an estimated 
9,750 on hand as of the end of calendar vear 1956. ‘The escapee pro- 
gram in fiseal year 1955 involved a cost of $6,250,000, and $6 million 
is proposed for this activity in fiscal vear 1956. 


f 


PROBLEM WITH REGARD TO PLACEMENT OF ESCAPEES 


Senator Humprnrey. There was recently an article in one of the 
leading publications in the country in reference to the escapee pro- 
eram, referring to the confinement that many of these people live 
under, and the apparently frustrations that exist in light of the slow- 
ness in movement. 

Am I correctly interpreting it? I believe it was in Look or Life or 
Collier's. It was in one of the magazines that had a feature story on 
it with a number of pictures, and some pertinent data as to what has 
been happening. 

Mr. Paut. That is correct. 

Senator Humpnrey. Has there been some real difficult problem with 
reference to the placement of these people and their movement to 
other countries? 

Mr. Paci. Yes, there has. I would like to ask Mr. Laurence Daw- 
son of FOA, who is in charge of this program, to answer that question 
specifically. 


TWO CATEGORIES OF ESCAPEES 


Mr. Dawson. Yes, Senator, there are particular difficulties in the 
movement of escapees. First, we might divide the escapees into two 
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broad categories: The new escapees who are currently arriving = 
those who arrived in the main since 1948, who have been around for : 
few years. Both groups have a certain shadow of suspicion cast over 
them by virtue of the fact that they have’come from behind the Iron 
Curtain. ‘That is particularly true in connection with the new es- 
capees. TlLey have come without assets. They don’t know the lan- 
guage of the country into which they have come. They have been 

it off from normal communication with friends, relatives, or potential 
sponsors in other countries, and in general, they face many difficulties 
because of the fact that in the receiving countries their country of 
nationality is not represented very heavily in any population groups, 
so that it has been extremely difficult, and we recognize it as basic to 
our program, that it is difficult to resettle escapees, more so than per- 
haps any other category of persons. 

With respect to the second group of escapees, those who have been 
around for some time, they in a sense are a residual group. To a 
degree they are a residual group. In the great resettlement move- 
ments under the TRO and USDP Act and other organizations since 
the war, about 1,100,000 refugees from behind the Iron Curtain have 
been resettled. A certain number have been left over who did not 
qualify for one reason or another, or found it difficult to qualify. 

Quite a few of those persons are on the escapee program caseload 
and we are finding that extreme efforts are necessary to find a perma- 
nent solution to their case. 

To give you a very specific answer, those difficulties do exist in one 

egree or another. They are extreme and we are making extreme 
efforts to solve them insofar as our program is concerned. There are 
certain numbers of escapees, very large numbers of refugees, who are 
not under the escapee program because the program in the main is 
devoted to assisting the relatively recent escapees, those who have come 
not since 1948 as distinct from the residual group who were left over 
from the programs after World War II, helping the World War IT 
displaced persons. In the publicity which you saw in Look and other 
wablisetsiee, they generally make no distinction as to which category 
he may be in. 


ESCAPEE PROGRAM IN GERMANY 


Senator Humpnrey. When we were in France in 1951 on a mission 
relating primarily to the Council of Europe at Strasbourg, we also 
went over to Bonn. There was a great problem pressing on_ the 
German Government on this escapee situation. Are most of these 
escapee camps in Germany? 

Mr. Dawson. Are you referring to the German-Berlin refugees 
who came from the East Zone? 

Senator Humpurey. There were a number that came from Czecho- 
slovakia, from Poland, from the East Zone. I know the difference 
bet ween the refugee and the escapee. The escapee was also a problem 
at that particular time. I have gathered of late that it is becoming 
a rather difficult internal problem in Germany in the light of the 
continuation of the camps. There is a hard core, so to speak, left 
of the early ones. What are you going to do with them ? 

Mr. Dawson. That hard core is not eligible in most cases under the 
escapee program because they are the leftovers from World War IT. 
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Senator Humpurey. What happens to them? Do you just keep 
them in camps ¢ : 

Mr. Dawson. They are in German camps, and they are the respon- 
sibility of the German Government. Several programs are going 
which can operate in their behalf. The ICEM program can move 
those who might qualify to be resettled in another country. 

Mr. Pauu. United Nations refugee program. 


DIFFERENCE BETWEEN REFUGEES AND ESCAPEES 


Senator Humrurey. There are a number of other programs that 
do work on this residual group, even though we classify them here 
for purposes of this legislation as escapees. Therefore, this does not 
obviate the possibility of ICEM, United Nations programs, or others 
getting these people into other countries; is that rad rect ? 

Mr. Dawson. Gener: ally speaking, that is correct, but I would like to 
qualify my answer, if I may. 

Generally speaking, we use the term “escapees” to refer to those 
persons who are on the escapee program caseload, the people who 
escaped since 1948. The others are referred to as residual refugees. 

Senator SmirH. You mean those prior to 1948 are refugees / 

Mr. Dawson. The people who have escaped from behind the Iron 
Curtain since 1948 are on the escapee program caseload and the term 
“escapee” has come into general use since that period. 

Senator Smira. My question is, prior to 1948 you use the term 
“refugee” ? 

Mr. Dawson. We do. The Refugee Relief Act, however, has a 
broader definition of the term “escapee,” so the nomenclature is a 
little confused. 

Senator Humpurey. Maybe we ought to consolidate the programs? 

Mr. Pauu. The United Nations program is largely set up to handle 
the problem of those refugees who do not fall under the United States 
escapee program. 

Mr. MuuyrKen. The residual group to which you referred earlier 
would be the primary responsibility of this United Nations program. 

Mr. Dawson. I would like to add in full answer to your question 
that we don’t believe that resettlement is the major solution for the 
residual group. In fact, they are residual simply because they have 
not been able to qualify for resettlement. You referred to moving 
them to other countries under ICEM. A certain number would 
qualify. Those who wouldn’t, would be, as Mr. Mulliken just pointed 
out, eligible for assistance under the United Nations program. 

Senator Humpurey. In camps? 

Mr. Dawson. They are in camps and out of camps. Asan average, 
I should say that perhaps two-thirds are out of camps. 

Senator Humpurey. My chief concern about this is we have three 
programs—the Intergovernmental Committee, the United Nations 
refugee fund, and the escapee program—to which we contribute; 
do we not? 

Mr. Mutiiken. Not yet. 

Senator Humpurey. We are being asked to contribute. 

Mr. MuLiiKen. Yes. 

Senator Humpnrey. When there are 3 programs, you obviously 


have 3 administrative establishments and your administrative costs 
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ire considerable, at least in dollars, when you have this variety of 
programs. 

What I am wondering about is the possibility of coordinating or 
consolidating the escapee program with one of these other particu- 
lar projects to which we contribute substantial sums of money. 

Mr. Warren. Senator, may I attempt to answer that. The Migra- 
tion Committee is an organization of 26 governments, 2 having joined 
at the last meeting, 26 governments that are primarily interested i 
migrants; that is, ordinary, indigenous migrants. Nonetheless, one- 
third of the 286,000, ap proximate ‘ly 300,000 people that the Migration 
Committee moved in the 3 years up to ot 31, 1954. one-third 

* 110,000 were refugees. Of that 110.000. 63.000 were refugees under 
rt mandate of the High Commissioner a Refugees of the United 
Nations. 

To answer your question as to whether these could be consolidated, 
the escapee program is a unilateral United States program. 

Senator Humpurey. I realize that. 

Mr. Warren. In which the other 25 governments of the Inter- 
governmental Committee for European Migration have no particular 
lively interest. The United Nations program for refugees is a gen- 
eral overall responsibility which all the member governments of the 
United Nations have assumed, constituting 60 governments, primarily 
to provide legal and other protection for these refugees because they 
lack citizenship, and also to speed up their integration to assist in a 
material way, as Mr. Mulliken explained, to get them reestablished 
as self-supporting persons. 

It would be difficult from the point of view of the origin of these 3 
programs to combine one that is maintained by 26 governments 
freely and voluntarily, and another that is maint: ained solely by the 
United States Government, and another that represents the action and 
nterest of 60 member governments of the United Nations. 

Senator Humpnurey. I can see the difficulty with the United Na- 
Come refugee fund. However, it appears to me that we ought not to 
be the only country that has an interest in escapees from behind the 
Iron Curtain. Are there any Iron Curtain countries participating 
n the ICEM group? 

Mr. Warren. No: they are prohibited by the Constitution and by 
our legislation. Our funds would not be available. 


UNITED STATES INITIATIVE WITH REGARD TO REFUGEES AND ESCAPEES 


Senator Humrpnrey. We initiated that ? 

Mr. Warren. Yes. 

Senator Humpurey. We initiated the escapee program? 

Mr. Warren. Yes. 

Senator Humpurey. We initiated the refugee program for Viet- 
nam ¢ 

Mr. Pauw. Yes, sir 

Mr. Warren. We have been taking an active part, if not the initiat- 
ing part, in the Arab relief program. 

Mr. Pauw. Right. 

Senator Humpnurey. Believe me, my heart is as warm for these folks 
as anyone’s because from what I have heard, they have miserable 
problems. My concern is that we have so many refugee programs 
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: yperating here, you cannot help but feel that there might be just a 

little extra burden in terms of administrative establishment costs. 

I have no answer to it. I pose the question. It is a very technical 
problem, and I respect those who are doing the job. From what I 
ear, you are doing a good job. 

Most of the escapees come from the East German sector and some 
from Czechoslovakia ? 

Mr. Dawson. Quite a few Czechs, but not mostly through the East 
rn Zone sector. 

Senator Humpnrey. Not through Berlin? 

Mr. Dawson. No. A few come in. They come in transit from 
Poland. They come in from all countries. They come in in small 
umbers. 

Senator Humpnrey. It is a European program. 

Mr. Dawson. The major scope of the program is in Europe, but it 
is an operation in the Far East. 


THE INTERNATIONAL REFUGEE ORGANIZATION 


Senator Swirn. Is the old IRO still operating ? 

Mr. Dawson. No, sir. 

Senator Smiru. Is the United Nations refugee program a suc- 
cessor of the old [RO?# 

Mr. Warren. The other programs came after IRO was liquidated 
in 1952. 

Senator Smirxe. That was all wound up? 

Mr. Warren. All put together they are much smaller in volume and 
n coverage and in terms of dollars than IRO used to be. They are 
three different attacks on a continuous problem. The Migration Com- 
mittee is moving people out. That is their job. Out of the people 
they moved out, one-third were refugees. The escapee program, as 
far as the United States is concerned, has both political overtones 
and humanitarian interests. The European governments are inter- 
ested in the refugees and continue to be interested in refugees purely 
on a humanitarian basis. Their energy and resources flow through 
the United Nations Commissioner for Refugees. 

Considering the sources of interest and the sources of the funds, 
Senator, while we always want to save every possible administrative 
dollar, I don’t see any practical way of combining the administrative 
efforts which are not very sizable in terms of dollars, because at least 
in the escapee program and in the United Nations High Commissioner 
for Refugees program, most of the actual operations are conducted by 
the voluntary agencies under the direction and supervision of those 
two programs. 


4 REQUEST FOR ADDITIONAL FUNDS 


Senator Smirx. I would like to ask you a question, Mr. Warren. 

On page 8 of the proposed legislation, it says: 

There is hereby authorized to be appropriated to the President for the fiscal 
year 1956 not to exceed $6,000,000 for continuation of activities, including care, 
training, and resettlement, which have been undertaken for selected escapees 
under section 401 of this Act. 

I don’t know why you need an additional $6 million, because last 
year’s section 401 had this language: 
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There is hereby authorized to be appropriated to the President, for fiscal 
year 1956 $100,000,000 for use in accordance with subsection (a) of this section. 

That refers to these escapees. Why do we need an additional $6 
million if we have $100 million which was not all spent ? 

The Cuatrman. There is a limitation on the $100 million. 

Senator Smiru. Thisis for information. You will recall in section 
101 last year there shows an authorization of $100 million, 

Mr. Dawson. It is an authorization, but involves the transfer from 
other programs. The escapee program has now, after 3 years, be- 
come fairly well established, and we felt the time had come to recognize 
that through giving it a separate appropriation of its own rather 
than to have to divert funds from other programs for which prior 
programing has been done. 


THE KERSTEN AMENDMENT 


Senator Smirx. This says: 
not to exceed $100 million of funds available under this section may be expended 
for any selected persons who are residing in or escapees from the Soviet Union, 
Poland, Czechoslovakia, Hungary, Rumania, Bulgaria, Albania, Lithuania, Latvia, 
and Estonia, or the Communist-dominated or Communist-occupied areas of Ger- 
many and Austria, or any Communist-dominated or Communist-occupied areas 
of Asia, and any other countries absorbed by the Soviet Union, either to form 
such persons into elements of the militiary forces supporting the North Atlantic 
Treaty Organization or for other purposes, when the President determines that 
such assistance will contribute to the defense of the North Atlantic area or to 
the security of the United States. 

It looks like a pretty broad coverage for the $100 million, and I am 
wondering why $6 million in needed. I am confused by the special 
$6 million this year. 

Mr. Pauw. That is the so-called Kersten amendment. 

Our Controller, Mr. Murphy, can explain why it worked that 
way. 

Mr. Murreny. Senator, the language which you have been reading 
provided the basic authorization for conducting the program, the 
escapee program, in fiscal year 1955. The funds, however, were in- 
cluded in the military-assistance request both for last year, the current 
year, and ever since 1950, when the program was started. 

Section 401 last year for the current year was merely an authori- 
zation with a maximum amount that could be spent for this purpose, 
and that amount has been in the program in the legislation first 
introduced as the Kersten amendment. 

Senator Smrru. Has it all been spent? 

Mr. Mourreuy. No, sir; we haven’t reached anywhere near that. 

Senator Smrrx. You still puzzle me. Why do you need an addi- 
tional $6 million ? 

Mr. Murreuy. The $100 million was a maximum amount that could 
be spent, but it didn’t carry with it any appropriation of funds. The 
actual funds to finance it came from the military-assistance appro- 
priations. 

Senator Smiru. It says: 

There is hereby authorized to be appropriated to the President for the fiscal 
year 1956, $100,000,000 for use in accordance with subsection (a) of this 
section. 

That is a definite authorization in the legislation. Now you are 
asking us for an additional authorization of $6 million. The authori- 
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ition is there. That ought to carry an appropriation if the Ap- 
ropriations Committee is willing to give it. 

Mr. Murpny. It didn’t in past years. The money for the financing 
the program, I can assure you, has been taken from the military- 
issistance program. 

Senator Samira. I don’t question your word at all, but [ am confused 
by the language of the legislation. We are going to add a new sub- 
section (b) to section 401. 

Mr. Pau. That relates to subsection (a) of 401, which is the 
worldwide military or economic contingency or emergency fund for 
which the President has requested $100 million. This is th 1e first year 


} 


e 
Ol 


for which we have actually requested a specific appropriation for 
escapees and we will be requesting, if the authorization passes, funds 
specifically a propriated for this purpose rather than to have to take 
them out of the military appropriations, as we have done in prior 


“ars. 

lhe new amendment you have before you relates only to subsection 
(a) of 401, which is the general contingency or emergency fund for 
either military or economic purposes. It has no reference to this 
particular program. We thought it was a clearer and better way to 
do it, inasmuch as we now have the program in shape where we can 
present a spec ific estimate before you and we don’t feel there is any 
longer need to use the authority contained in the Kersten amendment, 
for ‘the transfer of funds from other appropriations. 

Senator Smirn. I am only asking because we will be asked on the 
floor the reason for this in the light of the existing legislation. I want 
to be able to answer that. 


ADVANTAGES OF THE ESCAPE PROGRAM 


Senator Morsp. Mr. Chairman, I have one or two questions along 
the lines of Senator Humphrey’s questions. I understand the United 
Nations setup, but I still don’t clearly understand this unilateral 
program of the United States which the witness refers to as the 
escapee program. Is it true that it is the result of cold war strategy 
on the part of the United States in that it is very much to our ad- 
vantage to have escapees from behind the Iron Curtain?  [ Deleted. | 
In this way, we break down morale behind the Iron Curtain; there- 
fore, we not only welcome these escapees, but we work at it to try to 
increase their numbers ? 

You cannot do that very well through the United Nations where 
you have Lron Curtain countries as members. Therefore, am I correct 
In my assumption, after listening to you gentlemen, that we are 
dealing here with a cold war strategy program, and we do not depre- 
cate at all the number that is coming over. Weonly would hope that 
it was much larger, [deleted], because of the negative morale effects 
the program has s behind the Iron Curtain. Am I correct in that? 

Mr. Warren. That is true. 

Senator Morse. Therefore, it takes American dollars to take care 
of these people. Doesn’t that create some complications with the 
countries into which these escapees go because we don’t let them 
escape in turn to our country? How are you working that problem 
out ¢ 

Mr. Dawson. Mr. Chairman, I wonder if I might go off the record 
for a moment ? 
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The CHamman. Yes, sir. 

( Discussion off the record.) 

Senator Morse. I am glad to have that off the record. Now, on 
the record, one or two questions. Why don’t we take more of these 
people into our country ¢ 

Mr. Dawson. We are moving escapees into this country as we do 
into every country, every resettlement country, in accordance with the 
existing policies and laws of those countries. 

Senator Morse. | Deleted.| We, however, have a moral obligation 
to see to it that they are settled not in such territories as the Czechs 
in Bavaria and the Albanians in Greece, but in countries where they 

‘an be as freely accepted as they would be in the United States, Canada, 
probably some of the Latin American countries, and Australia. It 
will be helpful if we can get the cooperation of Canada, Latin Ameri- 
can countries, and Australia, and locate them in friendly communities 
where they can [ deleted} become good citizens. 

Mr. Dawson. That is exactly the purpose of the program. Reset- 
tlement is our major operational goal, and those countries which you 
have enumerated have been our major resettlement countries and our 
major efforts have been to resettle them in those countries. 


RESETTLEMENT OF ESCAPEES 


Senator Morse. How many did you resettle last year in the United 
States ¢ 

Mr. Dawson. I can’t give you the figure exactly as to how many 
have come to the United States in the last year. I will be glad to get 
that for you. 

Senator Morse. I will be glad to have you submit it. 

Mr. Dawson. Our major effort from the point of view of the es- 

capee program must be in first examining and documenting the 
escapee, getting him into good shape to be resettled, to quality him 
for resettlement, and above all, finding the assurance for him, and 
we have a special and intensified program underway that seeks to de- 
velop, to find as many sponsors as possible in resettlement countries. 
This is a program that goes over and above what is done for refugees 
generally in some of the other programs. 

In the last analysis the escapee program cannot control the number 
who move to the United States, but it can hopefully exert a major 
influence on that through help in securing assurances. 

Senator Morse. This isn’t the place or time to discuss the general 
policy. I want you to understand I am enthusiastic about this pro- 
eram. I don’t think it is extensive enough. It is one of our most 
important morale breakers behind the Iron Curtain. 

I am concerned about the reputation we build up for ourselves. 
| Deleted. | 

If we follow this kind of a psychological warfare, we run risks as a 
nation. We have no right to deliberately produce human sufferings 
in running those risks. 

I think we have to get these people settled. If we have to bring them 
over here and put them under surveillance, we better do that. We 
should direct ourselves to the slow immigration policy because the 


record is against the State Department as to what is happening with 
respect to immigration. 
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This is all, Mr. Chairman. 
Senator Humpurey. I want to associate myself with Senator 
Morse’s observations. That is my candid opinion. I do think the 


statistical evidence will be very helpful for us. 


Mr. Dawson. I will. 


(The statement referred to above follows:) 


Emigration to the United States, by type of visa 
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DEFINING THE TERMS 


Mr. Dawson. I would like to point out that the escapee under the 
United States escapee program has a different definition from the 
term “escapee” as it is used in the Refugee Relief Act. We are deal- 
ing only with a caseload of 29,000 persons as of the end of the year. 
We do not include the Germans and a great many other people. 

Senator Morse. Does that definition make it easier or more difficult 
to get him in under the Refugee Act? 

Mr. Dawson. I don’t think the definition itself makes it easier or 
more difficult. The definition is used simply because we are concerned 
with moving people and handling people who do not have nationality 
and status or the potentialities for such in the countries in which they 
do now reside. They come from the Iron Curtain countries, and we 
seek to overcome their conspicuous disadvantages with service to 
him which will turn the negative into a positive and lick the Soviets 
in their own backyard on the propaganda front. 

Senator Morse. I am wondering what is going to happen in France, 
Germany, and elsewhere if we induce these people to come out, and 
then we drag our feet in getting them over to this side of the Atlantic 
Ocean. 

THE UNITED NATIONS REFUGEE FUND 


The Cuarrman. Mr. Paul, do you have one other matter you wanted 
to bring to our attention ? 

Mr. Pau. Yes, sir. 

The third of the special programs for refugees and migrants con- 
templates a United States contribution to the United Nations refugee 
fund, designed to provide permanent solutions for refugees not 
eligible for assistance under the United States escapee progee. This 
fund was authorized by a resolution of the United Nations General 
Assembly on October 21, 1954. It is a 4-year fund to be financed by 
voluntary contributions, and it represents a final effort on the part 
of the United Nations in finding solutions for the most difficult cases. 
It is understood that the countries of residence will assume full finan- 
cial responsibility should any of the refugees within the scope of the 
program still require assistance at the end of the 4-year period. The 
major effort of the United Nations refugee fund will be to stimulate 
and accelerate the activities of countries of residence to absorb larger 
numbers of refugees as productive and self-supporting members of 
their economies. 

REQUEST FOR FUNDS 


It is now proposed that the Congress approve $1,400,000 to the 
calendar year 1955 program of the United Nations refugee fund. 

This amount represents one-third of the $4,200,000 required from 
all countries for the full year’s operation of this program. It is in- 
tended that payment of the United States contribution be limited to 
iacconiaaaee one-third of total government contributions to this 
program. 

Each of these three programs is directed at separate aspects of the 
refugee and migrant program, although it is obvious that there are 
many common problem areas which they all must face. In order to 
insure that these programs are properly coordinated without. over- 
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rh ping, a coordinating group of representatives of ICEM, the United 
tates escapee program, and the United Nations refugee program 
nestachaalaets inGeneva. Furthermore, in each country where these 
programs operate arrangements exist for interchange of information 
ind frequent consultation for the purpose of avoiding duplication of 
effort. 
Senator Humpnrey. How much money is there in that United 
Nations program ? 
Mr. Paut. The proposed contribution of $1.4 million, which is 
roughly one-third of the proposed budget for the first year’s operation 
of the program. 


VOLUNTARY RELIEF SHIPMENTS PROGRAM 


The other two programs which we were to bring before you were 
the items for ocean freight for voluntary relief supplies and ocean 
freight for surplus agricultural commodities. The volunt: ary relief 

shipments program was described, Mr. Chairman, starting on page 
569 of the book. We are proposing for fiscal year 1956 an authoriza- 
tion of $2 million to carry out this program which calls simply for 
the payment of ocean freight costs for some $28 million worth of relief 
supplies which are -arried abroad through the voluntary agencies in 
this country, and if I may, sir, I would like to insert a very short state- 
ment for the record on that particular item. 

(The statement referred to follows:) 


OcEAN FREIGHT FOR VOLUNTARY RELIEF SHIPMENTS 


This appropriation of $2 million is being requested to continue the ocean freight 
support on shipments of relief and rehabilitation supplies by approved American 
nonprofit voluntary agencies engaged in humanitarian activities abroad. Ap 
proved agencies are those registered with the Advisory Committee on Voluntary 
Foreign Aid and the American Red Cross. These private agencies draw their 
principal support from voluntary donations of the American people both in cash 
and in kind. It has been conservatively estimated that their combined con- 
stituencies comprise 75 percent of the American people. The program is typically 
American, representing, as it does, a material expression of goodwill by our 
citizens for their less fortunate friends abroad. 

As indicated in the table above, supplies valued at $23,250,000 will have been 
shipped and distributed this year at a cost to the Government of $1.5 million. 
It is readily seen, therefore, that in terms of the value of the goods delivered, 
the cash outlay on the Government’s side is multiplied 15% times. These goods 
include specifically food, clothing, medical and hospital supplies, school supplies, 
handtools for trades and agriculture, and other self-help supplies. Much of 
these goods are donated in kind without any cash contribution to cover delivery 
costs. Hence, the value to the agencies of ocean freight support, without which 
the program could not go forward at its present level. The increase in the 
amount requested this year as against last is principally to take care of sub- 
stantially increased shipments of goods to South Vietnam. The voluntary agen- 
cies are gearing their programs to service the increased needs occasioned by the 
mass movement of refugees from North Vietnam. 

In each case, before expending funds appropriated for this purpose, a formal 
agreement is entered into between the United States Government and the re- 
ceiving government, which guarantees on the part of the latter duty-free entry 
of goods and the payment of inland transportation costs from port of entry to 
the ultimate point of distribution. The American agencies for their part bear 
the cost of solicitation, processing, warehousing, packaging for export, and trans- 
portation to United States ports, plus the salaries and other administrative costs 
in maintaining field representatives in the countries of reception to supervise 
distribution. Thus, the program represents a three-way cooperative arrange 
ment between the American voluntary ugencies, the United States Government, 
und the foreign governments, with each contributing materially to its success 
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Under regulations which have been established for the program, all goods are 
adequately marked to identify their United States origin. These markings bear 
the FOA emblem and the wording “Gift of the American People—Ocean Freight 
Paid by the United States Government.” Additionally, each agency must main- 
tain in the recipient countries United States citizen representatives to supervise 


distribution and to insure that the supplies reach the persons for whom they 


are 
intended 


These agencies are carrying on many other activities and services of interest 
to the United States in the field of technical cooperation, resettlement, and other 
services to refugees and escapees. During the past 2 fiscal years, they have 
moved substantial quantities of agricultural surplus commodities with the help 
of funds appropriated by the Congress. A request for funds for this purpose for 
fiscal year 1956 is being presented as a separate item. 


» also 


REASONS FOR INCREASE IN REQUES' 


Mr. Paun. For this program we are asking a slightly increased 
amount over last year, which is a total of $2 million as I indicated ; the 
fiscal year 1955 program being $1.5 million. 

The main reason for the increase in this particular program is to 
take care of additional shipments to South Vietnam, which was not of 
such a magnitude during the past year. 

Under this program the country governments provide duty-free en- 
try, inland transportation, and various other arrangements through a 
series of bilateral agreements we have with them. 

The voluntary agencies themselves bear the cost of soliciting the 

funds for getting this food and medical supplies, for processing it, 
warehousing it, packaging it and delivering it. The United States 
contribution, as I indicated, Mr. Chairman, is purely for the ocean 
freight costs of this item. 

Senator Humpurey. This is strictly relief goods, now / 

Mr. Pau. Yes, sir, carried through the voluntary agencies. 


Senator Humrurey. Suchas C AR E and CROP and other organiza- 
tions such asthat ? 


Mr. Pavuu. Yes,sir. 


USE OF AMERICAN VESSELS 


Senator Humprnrery. I merely want to state, while we are on that 
particular subject, that one of the strong complaints I have had has 
reference to the movement of our surplus agricultural commodities. 
It is out of our jurisdiction, but is germane to this. One of the reasons 
we have moved so little, is the proviso in the law that compels us to 
use American bottoms. It is really a that almost stymied 
certain aspects of the program. This, as I understand it, is to facili- 
tate our relief operation by voluntary agencies. 


OCEAN FREIGHT FOR SURPLUS AGRICULTURAL COMMODITIES 


Mr. Pavxi. That is correct. This would be our final point this 
morning. We also have a requested authorization of $13 million for 
the ocean freight to carry surplus agricultural commodities. This 
would be either under title II of Public Law 480, which has to do 
with the emergency-relief programs and for which FOA is presently 
the primarily “responsible agency, or under title III of Public Law 
480 under which certain agricultural commodities, which would other- 
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wise be wasted, may be made available to eligible voluntary agencies 
for en to needy people. 

The table on page : 572 of your book describes the movement during 
the present fiscal year of these commodities. During the current fise: al 
vear we have used, or will have used, $19.6 million of mutual-security 
funds for moving these surplus agricultural products. 

Senator HuMPpHRey. Those are the relief commodities handled 
by the Government: is that correct ? 

“Mr. Pauw. Those funds went for the transportation of relief com- 
modities, provided under Government-to-Government and voluntary- 
wenhcles programs. 

Senator Humpurey. By FOA? 

Mr. Pavt. FOA is financing the ocean-freight cost of those com- 
modities. There is no provision in Public Law 480 for the financing 
of the transportation of these commodities overseas. 

Senator Humpurey. I understand. 

Mr. Par L. Title Il of Public Law 480 authorizes the making avail- 
able of $300 million worth of commodities over the 3-year period. 

Senator Humpurey. You have three categories. One is the sur- 
plus commodities made available to private relief agencies. No. 2 
is the Government surplus commodities, Government-to-Government 
relief: is that correct ? 

Mr. Pauu. That is correct. 

Senator Humpurey. A third one, on spoiled goods, or goods that 
are in danger of becoming wasted through spoilage. 

Mr. Pauu. That is correct, except the first category is not just agri- 
cultural commodities, but is medical supplies, and so forth. 

Senator Humpurey. It concerns any and all kinds of materials 
which private agencies may obtain for purposes of overseas ship- 
ment, 

Mr. Paun. Yes, sir. The total estimated value of commodities 
shipped, to which this $19.6 million is related, is $291,750,000 during 
‘iscal year 1955, and the funds requested for next year under this 
separate appropriation would be $13 million, and we are proposing 
to use $5) million of regular programed funds for this cost. where they 

1 be predicted in ee such as a continuation of the Vietnam 
abla During fiscal ye 1956 we hope to move an estimated 
S270 million worth of natieniicahel commodities under this program. 


BREAKDOWN OF FUNDS 


Senator Humpnrey. But not through private agencies. 

Mr. Pavun. Yes, sir. A certain amount of that will be moved 
through private agencies. The breakdown between the voluntary 
agencies and the others is an estimated $166,750,000 through private 
agencies and $125 million on a Government basis under title IT. 

The Cuamrman. What is the amount you are asking for this next 
fiscal year? 

Mr, Pauw. $13 million, and $5 million is estimated to be used out 
of regular programed funds, so the total estimated cost for ocean 
freight is $18 million under this activity. The total which was used 
oe was $19.6 million, so this would be a net reduction of $1.6 
million. 
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Mr. MeCahon, of our FOA office handling voluntary agency busi- 
ness, and also ocean freight for surplus commodities, is here to answer 
Anny det: aile d questions, sir. 

The Cnarmman. Any questions? 


PACKAGING OF GOODS 


Senator Huawurey. What are you doing about packaging for these 
private-agency groups? We had a gathering here some time ago to 
which a number of people were invited, Members of Congress as 
well as private citizens. Representatives from CARE who, by the 
way, I think are doing a tremendous job, came to us with a problem 
that related to the packaging of some of these goods that they get 
through their purchase program, and also through the special pro- 
visions that we have for making available these surplus goods, par- 
ticularly agricultural commodities. What is FOA doing, if any 
thing, about that? 

Mr. McCanon. The packaging is not the problem that it was for- 
merly, Senator. Under Public Law 480, the Department of Agricul- 
ture now does packaging in smaller units. Previously they had to 
take the dry skim milk in 260-pound drums. It is now in much 
smaller units and can be much more easily distributed on the other 
side, so that that problem now is pretty much taken care of. 

Also, the goods are delivered to the voluntary agencies at United 
States ports, whereas previously they picked it up at the United 
States warehouse. 

Senator Humpnrey. Public Law 480 took care of that adequately ? 
We passed that last year. 

Mr. McCanon. Yes, sir. 

Senator Humrnrey. Maybe it was primarily the freight problem 
that they were concerned about. 

Mr. McCanon. That is likely. 

Senator Humpurey. We do have the goods delivered to them at 
United States ports. 

Mr. McCaunon. That is correct. 

Senator Humpurey. We did improve the packaging. 

Mr. McCanon. They can indicate the type of packaging preferred. 

Senator Humpurey. That is readily complied with by FOA? 

Mr. McCanon. The Department of Agriculture does the pack- 
aging. 

“Senator Humpnurey. That more or less meets it. I may want to 
look back through my notes on this and get in touch with you. I 
am deeply concerned with what is happening i in these private agencies. 
[ think they are doing a magnificent job, and we ought to help them 
inevery way wecan. It helps our Government program a great deal. 


FLEXIBILITY 


Have we had in the past effective legislation to pay the costs for 
most goods in danger of spoilage as well as general-relief shipments? 
Mr. Pau. I would say that we have not; no, sir. The absorbability 
of these commodities has proven to be very great and probably will 
be in the future. We have had to divert funds from other purposes 
in order to provide the item for ocean freight which was not covered 
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n Public Law 480 itself. For that reason, we are requesting a specific 

ppropriation next year for this purpose, plus a continuation, although 

feel that it is a provision that the President will have to use far 

ss extensively than he did last year, of authority to divert other 
funds into this ¢ ategory if it is necessary. 

Senator Humpurey. What about the flexibility clause in this gen 
eral authorization? Doesn’t that provide enough funds in case there 
is difficulty? I am referring to the general items, of course. 

Mr. Pau. No, sir; in fact, we have had to use the flexi ibility provi- 
sions in order to accomplish the job this year. Section 409 (d) of the 
ict, Which is the provision which related to this : ctivity, had a 

isn] sethodnaiaa for the President to use other funds to accomp- 

tl is. The reason that has been a very useful section is that the 
other transfer provisions provide for only LO percent transfer out 
of any given appropriation account and not more than 20 percent 
nto any other account. In fact, we would have needed more than 
he 20 percent flexibility during this year to meet the emergency costs 
of these programs. We are asking the same authorization, which is 
the same flexibility without the percentage restriction. That is just 


for this item. 
Senator Humpnurey. I think we will run into some difficulty on 
this, and that is why I am asking you these questions. There is a 


good deal of money that would fall in the flexibility area. There is 
one large sum for the Asian area, for example, in a sort of a contin- 
ency fund to the President without a time limit on it. You have the 
10 pe reent fexibitite upon a number of items, and that gets rather 
technical in terms of the military and the economic assistance, but 
always have to presuppose what will happen on the floor. I 
magine you still have some unobligated funds under our past appro 
priations and authorizations. 
Mr. Pauxt. By June 30, Senator, we will have a very minimal 
unount, probably none in the nonmilitary sphere, and probably not 
ore than $100 million in the military sphere, either unobligated or 
inreserved. 


TOTAL AMOUNT OF FLEXIBILITY 


Senator Humpurey. What will be the condition of the so-called 
flexibility funds, as you might callthem? Will there be an additional 
eeway for paying this kind of a cost ¢ 

Mr. PAUL. Yes, sir. There would be in the proposed legislation and, 

f course, it has to be reauthorized from year to year or it lapses at 
the end of the fiseal year. We are as sking for the same general flexi- 
bility to transfer between titles and programs we had last year. The 
flexibility is no larger, although we are requesting an appropri: ition 
of $100 million out of the $150 million requested in the President’s 
special fund for economic and military purposes. 

In addition to that, there is the $200 million for Asia which is 

tricted to Asian economic development. That is the purpose of 


fund, 
é Senator Humpurey. That language is rather broad. 
4 Mr. Pauw, It is. 
g Senator Humpurey. I have looked that over a little bit, and I am 


. little gun shy on some of these things. You get steamed up on a 
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program you believe in and you go to the floor to work on it. Then, 
somebody comes up with convincing evidence on the opposite side. 
I am not interested in losing all the arguments. I don’t mind losing 
two-thirds of them. 

Mr. NOLTING. The total amount of flexibility in this year's proposed 
act is somewhat less in total than was granted last year, because of 
the fact that the Far Eastern appropriations of $700 million under 
section 121, which was flexible within the geographical area defined 
is less than last year. The $200 million takes the place of the $700 
million. 

Senator Humpurey. The $200 million is going to be looked upon as 
a flexibility item. 

Mr. Pauw. Sir, it is comparable to the $700 million of last year. 

The $200 million, if I might add a footnote, is not as flexible as the 
S700 million was during the present year, because the latter is appli- 
cable to any purpose that the President saw fit in that emergency 
Situation. 

Senator Humpurey. May I suggest that since you are testifying on 
behalf of your request, if you can document it, some of us would 
find it of some use. We have been kind of moving across the terrain 
here in general, hitting and missing questions and answers, but I want 
to see how much money is provided for freight costs. This is very 
important, and I would like to be equipped, if someone wants to fight 
about it, so we can make a good case. 

Mr. Paut. We will prepare such a statement. 

(The statement referred to above follows:) 


AUTHORITY FOR FLEXIBLE USE OF FUNDS UNDER THE MuTUAL SecuRITY Ac1 


Experience has indicated that there are a considerable number of situations 
affecting United States security interests, and that urgently require United States 
aid, which occur during any given fiscal year but which cannot be predicted with 
any accuracy at the time specific authorization and appropriation of funds are 
requested of the Congress. 

Certain of these situations are the result of natural disasters, such as floods, 
hurricanes, drought, ete. Examples during the current fiscal year are the floods 
in East and West Pakistan and Nepal, and the hurricane in Haiti, each of 
which—and there were many others—caused tremendous damage and created 
requirements for emergency assistance. 

Apart from those aid requirements arising out of such natural disasters, there 
are other contingency requirements which may be generally anticipated, but 
which cannot be predicted with any accuracy as to scope or extent at the time 
illustrative programs are presented to the Congress. An example of this type 
of situation during the past year was the developing economic crisis in Pakistan 
This situation, and other similar ones, ultimately required assistance during the 
fiscal year which was significantly over and above the amount which had been 
estimated during the course of the congressional presentation as necessary for 
that country. 

In order to deal with these types of problems, the Congress has approved legis- 
lative provisions permitting the President a limited amount of flexibility for the 
use of funds in areas and for purposes different from those for which initial 
authorization and appropriation requests were made. These provisions have 
authorized percentage transfers from one appropriation account to another, or 
the use of limited funds to meet special situations without regard to percentage 
limitations or the regular provisions relating to the various appropriation ac- 
counts. For the fiscal year 1956, the executive branch is asking for a continuation, 
without any expansion of total transfer authority, of these types of provision. 
In addition, and this represents the only departure from past transfer provisions, 
authorization and appropriation of limited funds for meeting special situations 
is requested, as described below. 
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Section 401 of the Mutual Security Act of 1954 authorized the L’resident to use 
up to $150 million of funds made available generally under the act to meet cer 
tain situations, when the President determines that such use is important to the 
security of the United States. For the fiscal year 1956, it is requested that 350 
million be authorized for use in accordance with the existing provisions of sec 
tion 401 and in addition an appropriation of $100 million is requested, subject to 
the same provisions. In total, the authority for the use of funds in this manner 
is no greater than it has been in the current fiscal year. 

The requested authorization and appropriation of $100 million is designed to 
permit the President to meet special problems without having to divert funds 
already planned and programed to meet other high-priority needs 

The general transfer provisions of the Mutual Security Act of 1954 are con- 
tained in section 501, which provides that up to 10 percent of the funds made 
available under any provision of the act may be transferred to and consolidated 
with funds made available under any other provision of the act, with the 
added provisio that the transfer into another provision of the act will not in- 
crease by more than 20 percent the amount initially made available under that 
provision. Continuation of this authority, under exactly the same limitations, 
is requested for the fiscal year 1956. 

There are two other specific transfer provisions in the Mutual Security Act 
of 1954. 

The first of these is contained in section 410, which relates to the authoriza- 
tion of funds for carrying out the objectives of the Mutual Defense Assistance 
Control Act, to control trade in strategic materials with Iron Curtain countries. 
This action permits the use of military assistance funds for carrying out the 
purposes of this section in such amounts as the President may direct. It is 
anticipated that its use will be extremely limited if it is used at all. 

The other specific transfer provision is contained in section 409 (d) of the 
Mutual Security Act of 1954, which deals with the payment of ocean freight 
charges on shipments of surplus agricultural commodities under titles II and 
lI1I of Public Law 480 and any other similar provisions of law. As indicated in 
testimony, the foregoing titles of Public Law 480 make no provision for defraying 
the ocean freight charges of surplus agricultural commodities shipped thereunder. 
For fiscal year 1956, a specific authorization for an appropriation of $13 million 
is requested to meet these charges. During this fiscal year, and pursuant to sec- 
tion 409 (d), $19.6 million of mutual security funds were used to meet such 
charges. However, the added authority to transfer additional funds for this 
purpose seems desirable, because it is obviousliy impossible to predict exactly at 
this time the extent to which, considering United States availabilities and 
foreign needs, transactions under titles II and III may prove to be necessary or 
desirable. 

The foregoing are the only provisions in the Mutual Security Act which 
authorize the President to divert funds from one appropriation account to 
another in meeting the special types of problem described above. As indicated, 
the transfer authority requested for fiscal year 1956 is no broader than it has 
been during the present fiscal year. Moreover, in terms of the amount of funds 
that may be made available by transfer, the authority will be less. This is due 
to the fact that the amount of transfer which may be made out of or into an 
appropriation is calculated on a base which includes the unexpended balances of 
such appropriation, and in the case of most appropriation accounts, the unex- 
pended balance will be considerably less by the the end of the current fiscal year 
than previously. The unexpended balances under the mutual security program 
as a whole as of July 1, 1955, will, it is estimated, be $1.2 billion less than they 
were on July 1, 1954. 

With regard to the furnishing of assistance to the military forces of other na- 
tions, a new provision is proposed for inclusion in the legislation for fiscal year 
1956 relating to direct forces support items (sec. 124). This provision would 
authorize the appropriation of $317.2 million for the furnishing of items designed 
for use by military forces, which are similar in nature to items normally used 
by the civilian economic sector, such as petroleum products, food, clothing, ete. 
This program, which is to be administered by the Department of Defense in fiscal 
year 1956, can ultimately be consolidated with, and made a part of the regular 
military assistance program, under the proposed legislation. In view of the 
fact, however, that this type of aid has only been furnished to countries requir- 
ing economic support, and has been administered up to now largely through FOA 
channels, it is intended as a special appropriation account for fiscal year 1956, 
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It is not correct, as some have suggested, to regard the President’s fund for 
Asian development (sec. 418) as a “flexible” provision compared to those dis 
cussed above. Although it is true that authority is requested for the President to 

se this fund generally throughout the are of Free Asia, and that no illustrative 
country programs have been presented, the overall purpose of this fund is very 
clear and specific. It is to be used for the promotion and expansion of much 
needed economic development throughout this crucial area. It is only the precise 
projects for which, and the specific techniques and the mechanisms through which, 
this aid will be provided that must necessarily remain uncertain. In fact, the 
success or failure of this new approach to the Asian economic problem will 
lepend greatly upon the ability of the President to gear any United States con- 
ribution to its solution to carefully planned and specific projects involving one 
or more countries. These plans must necessarily be worked out by negotiation 
and consultation which is only possible once the fund has been established. 
Although funds under this section are requested to be available until expended, 
this no-year availability is not designed to provide additional flexibility to the 


( 
? 
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President in disposing of these funds, but on the contrary to permit him more 


time to choose wisely those projects which will best further the objects for which 
these funds are sought. As the President indicated in his message, we must move 
with great care and deliberation in this area of the world. The problems of this 
area are not subject to solutions through the same type of assistance, involving 
the procurement of large volumes of commodities, as was needed to bring about 
the economic recovery of the highly developed countries of Europe. 

There is no direct precedent in mutual security legislation for the President's 
proposed fund for Asian economic development. In past years, however, Con 
gress has granted the President far more flexibility than is now requested in 
dealing with Asian problems. For example, during the current year section 121 
permits the President to utilize up to $700 million generally within the area of 

utheast Asia and the western Pacific for either military or economic purposes 
and for any country or countries in the area if he determines that such purposes 
are necessary to accomplish the general policies and purposes declared in the 
Mutual Security Act. No new funds are requested under this section for fiscal 
year 1956. Prior to fiscal year 1955, comparably broad authority was granted 
by the Congress to the President for meeting Asian problem. From the date of 
its enactment in 1949 until its provisions were superseded by the Mutual Security 
Act of 1954, the Mutual Defense Assistance Act contained a provision (sec. 303) 
which allowed the President in his discretion to utilize amounts appropriated 
thereunder (over $2.5 billion) “in the general area of China,” which was inter- 
preted, with congressional sanction, to apply to virtually any part of Asia, to 
accomplish the policies and purposes of that act. 


INLAND FREIGHT 


Senator Morse. I would like to ask you one or two questions about 
this freight matter. We have a quantity of goods in the United States 
to move, let us say, from the Middle West to ports on either coast, 
and they have been collected by these voluntary agencies. Who pays 
the freight ¢ 

Mr. McCanon. The inland transportation to United States ports! 

Senator Morse. Yes. 

Mr. McCanon. That is paid by the voluntary agency. In other 
words, they carry their own contributed goods up to the United States 
port, and we pay the ocean freight. 

Senator Morse. How do you justify the distinction between ocean 
freight and inland freight? 

Mr. McCanon. We feel this is a three-way contribution. The 
American private agency makes its contribution in the first place, 
soliciting the goods from the American people, Pee pack 
aging it, and gets it to United States ports, and the United States 
helps out with the dollars to get it across to the receiving country, and 
the receiving country permits it to enter duty free, and pays the 
internal cost of transportation to the ultimate point of distribution 
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We think that is a good relationship with each of the three 
contributing. 

Senator Morse. You don’t think that the failure to make some 
ontribution toward the inland freight has proven to be a serious 
handicap to the size of the program / 

Mr. McCanon. Not on the program for which we are requesting 
$2 million. That is their normal program, where it is contributed 
goods that they themselves generate, the voluntary agencies. I think 
it would be a handicap if we did not deliver the surplus commodities 
to United States ports, because it has been proven that the voluntary 
agencies cannot handle those large quantities from their own resources. 
The Department of Agriculture delivers them into a United States 
port. 

Senator Morse. Do you think our failure to make any contribution 
to the inland freight is resulting in these voluntary organizations 
concentrating their drives on the east and west coasts, even though 
there is a fertile field to be tapped in the inland area, but the freight 
sa handicap ¢ 

Mr. McCanon. No, sir; I don’t believe that is a handicap. They 

ave their organizations well set up to cover the entire country. The 
major church groups, for example, appeal to denominations through- 
out the whole Nation, and arrange for delivery of the contributed 
supp lies to central points of processing warehousing, and packing 
for export. They have them in the Midwest and on the west and east 
coasts and in the gulf port area, and whatnot. 

senator Morse. Administratively they might be able to get more 
coods out of the Middle West if there was a contribution toward the 
freight. 

Mr. McCanon. Undoubtedly there would be more movement. The 
more dollars you would provide the more goods you would move. 
However, the history of this has been that we have always felt, and in 
this I believe the agencies would agree themselves that they should 
make as great a contribution as possible. It should not be a complete 
Government subsidy. I think it is important that this cooperative 
\rrangement should continue so that the voluntary agencies can retain 
their independent character, rther than becoming wholly dependent 
mn Government support. 

Senator Morse. I have no quarrel with that. 


50-50 SHIPPING CLAUSE 


One more question for the record. aoe seemed to be a feeling that 


be 5U percent provision of the law to ‘arry in American bottoms 
WOrKInNgG as a handicap to the program, W ill you eX] lain \ 1} that is? 

Mr. McCanon. That particular authority does not apply to the 
oluntary agencies’ own shipments. This is my understanding of 
he law, of the latest legal advice I have. This is private enterprise. 
Chey collect the goods. It is not Government procured. Therefore 
the 50-50 formula does not apply. . 

The Solicitor of the De partment of Agriculture, according again to 
my best information, has ruled that it does not ate with respect to 
the shipments under title III of Public Law 480 commodities, but as 


\ matter of practice these American groups, without any coercion or 
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direction from the Government side, are shipping at least 50 percent 
in American bottoms. 

Senator Morse. Are we shipping our surpluses that way also? How 
are we shipping our surpluses ¢ 

Mr. McCanon. That applies where we are paying the ocean freight. 
It runs about 50-50. But that is not because we have told them they 
have to. It isa matter of general practice. We encourage it. 

Mr. Pauw. Our position, Senator Morse, on the 50-50 shipping pro- 
vision is that as far as the initial transportation of commodities out of 
this country abroad is concerned, the 50-50 provision is not a hamper- 
ing one to us in the operation of the mutual security program generally, 
We are asking—and I am sorry I cannot give you the details of our 
request on this item—for a change in the legislation which is reflected 
in the bill before you and described in our section-by-section analysis, 
which will allow more flexibility on shipments from second countries 
to third countries; in other words, where the effect of our assistance is 
to procure commodities in another country, let us say, agricultural 
products being sold in the United Kingdom, and the United States 
gets the sterling, and with that sterling, it uses it to buy equipment or 
materials from another country. It is that portion of the shipment 
from the United Kingdom to the third country which may be in the 
Middle East, that gives us some problems. 

Senator Morsg. That is all, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Paul. 


CONTRIBUTION TO CIVILIAN NATO HEADQUARTERS 


Mr. Pauw. I was reminded that there is one small item that we have 
not had any testimony on, and that is the contribution to the NATO 
civilian headquarters. If you desire, Mr. Nolting of the State Depart- 
ment will make a very short statement on that item, and I think that 
will wind us up. 

The Cuarrman. Is that the military item ? 

Mr. Pauw. No, sir; it is a contribution to the civilian NATO 
headquarters. 

The CuatrrmMan. We will hear from him right now. 


STATEMENT OF F. E. NOLTING, JR., SPECIAL ASSISTANT TO THE 
SECRETARY, DEPARTMENT OF STATE 


Mr. Nourine. It is a small but important item, Mr. Chairman. 
The amount is $3,700,000. It is divided into two parts, the first being 
our regular annual contribution to the operating expenditures of the 
civilian headquarters at NATO, which I believe is 221% percent, paid 
by the United States Government to the total operating budget of 
NATO. 


The British and the French contribute also 2214 percent each. 
NEW PERMANENT HEADQUARTERS FOR NATO 


The second part of the $3.7 million item is our proposed contribu- 
tion to the building of a new permanent headquarters for NATO, 
which was authorized in last year’s legislation, and the amount there 
is $2,475,000, which, together with an earlier contribution of $325,000, 
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represents 45 percent of the total cost of construction of the new 
permanent headquarters building outside of Paris. 

The French donated the land free of ch: arge. We would consider 
this a particularly important thing to do, to give tangible evidence 
of the permanency of the N ATO organization. With Germany’s 
recent admission and the increased importance in stability of this 
organization in,our total foreign-policy plans, it seems to us that 
this one is very important to carry through. If you would like, I 

‘an submit a further summary of it. 

The CuatrmMan. What did you say the total would be? 

Mr. Noutine. $3,700,000 for fiscal year 1956. 

The Cuarrman. That is not a continuing appropriation; is it? 

Mr. Noirrne. No, sir. Only one part of it is continuing, and that 
is our contribution to the annual operating costs of NATO : $2,475,000, 
that component of this $3,700,000 item, is a one-shot operation. 

The Cuatrman. That has been carried in the mutual security bill / 

Mr. Nottrne. Yes, sir. 

The CuHatrMan. Has it been carried as a military item ? 

Mr. Noutrve. No, sir; as a nonmilitary item. 

Mr. Murrny. There is an item in the military assistance portion 
of the estimate which constitutes the United States contribution to 
the expenses of the military headquarters operation, SHAPE, which 
is separate and apart from the civilian organization that Mr. Nolting 
is speaking about. 

The CuatrMan. This relates only to the civilian side ? 

Mr. Mureny. That is correct. 

Mr. Notrinc. They were previously housed in the temporary quar- 
ters in the Palais de Chaillot in Paris, which is inadequate. 

The Cuarrman. Any questions? 

Thank you very cry h. I believe that is all for this morning. 

(W hereupon, at 1:50 p. m., the committee adjourned, subject to 
call of the Chair.) 
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THURSDAY, MAY 19, 1955 


Unitep STATEs SENATE, 
CoMMITTEE OF ForEIGN RELATIONS, 
Washington, D. C. 

The Committee met, pursuant to adjournment, at 10:05 a. m., in 
room P-38, United States Capitol Building, Senator Walter F. George 
(chairman) presiding. 

Present: Senators George, Green, Humphrey, Mansfield, Smith of 
New Jersey, Aiken, and Capehart. 

The CHarrMan. The committee will come to order. Before we 
proceed, I would like to put into the record a statement from Mr. 
Victor G. Reuther, assistant to the president and director of the depart- 
ment of international affairs, Congress of Industrial Organizations. 
He has written a letter to the committee and it is in the nature of 
brief advocating especially the Asiatic program as recommended 
by the President, and other features as well. This will be put in the 
record. 

There is a statement ne Mr. Norman Thomas, chairman of the 
Post War World Council, New York, which is offered for the record 
also. 

There is a statement from Mr. Miles D. Kennedy, director of the 
American Legion, Washington, to which is attached a resolution 
adopted by the national executive committee of the American Legion 
at their May 4-6 meeting, 1955, and also a letter from Mr. Kennedy 
dated May 13. 

A statement from the American Federation of Government Em- 
ployees Lodge No. 1534, Washington, D. C., submitted by Mr. Foster 
). Pratt, president. 

All these letters thus far named are commendatory of the recom- 
mendations submitted, both economic and other relief items. 

A telegram from the United Hebrew Sheltering and Immigrant 
Aid Society, one of the volunntary agencies, urging the program for 
relief of the refugee problem, and these, if there is no objection, may 
go into the ree ord : at this point. 

(The documents above referred to are as follows :) 


CONGRESS OF INDUSTRIAL ORGANIZATION, 


Washington, D. C., April 29, 1955 
Hon. WALTER F. GEeorGE, 


Foreign Relations Committee, United States Senate, 
Washington, D. 
Dear SENATOR GeorGe: We are deeply disturbed by reports in the press that 
influential congressional leaders are cool even to the ve ry limited foreign eco- 


nomic aid program recommended by President Eisenhower in his message of April 
20 
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Because of your significant influence over the course of America’s foreign 
affairs and because of the urgency of all matters affecting our policies, toward 
\sia in particular, we are taking the liberty of bringing the viewpoint of our 
organization to your attention. 

The Congress of Industrial Organizations takes pride in its early and con- 
sistent support for the Marshall plan and its successor programs. Today they 
are widely acclaimed, both for their broad humanitarian purpose and for their 
substantial and perhaps decisive role in checking, and then turning back, the 
menace of communism throughout Western Europe. Yet, 7 years ago, many 
bitterly opposed the Marshall plan. 

\t the present, as the President points out, the immediate threat to world 
security and stability is centered in Asia. In this area, within one vast are, 
live 770 million anti-Communist or uncommitted people—one-third of the world’s 
population. Most of them, the President points out, are citizens of newly created 
states, many have only recently been engaged in war against the Communists; 
ll are threatened. 

In this situation, military aid, although extremely vital, is not enough. In 
Europe we learned that hunger, disease, and hopelessness are communism’s 
great allies. In Free Asia, where capital and technical and administrative 
skills are sorely lacking and the underprivileged millions live in dire want, 
economic aid, as well as arms and ammunition, is critically needed. If America 
and other free and more industrialized nations now fail to help these underde- 
veloped and threatened nations help themselves, is it not inevitable that they 
ultimately will be responsive to Communist threats or inducements? 

President Eisenhower’s message of April 20 is of historic significance in 
three respects : 

First, it restates forthrightly the fundamental truth that the preservation of 
our own freedom and economic well-being depends, in large measure, upon 
rising living standards in other countries and upon higher levels of mutually 
beneficial trade among all the free nations of the world. 

Secondly, it acknowledges the vital importance of cooperative programs of 
international economic assistance, both through the United Nations and through 
other multination projects, such as the Colombo plan, as well as through direct 
economic aid from the United States to individual countries. 

Thirdly, it recognizes that effective assistance to the underdeveloped nations 
will reyuire a sustained effort of longer duration than just 1 year. 

These three principles lay down basic policy guidelines for successful inter- 
national economic cooperation. Their implementation gives promise of a mon- 
umental achievement which can well exceed even the accomplishments of the 
now completed Marshall plan for Europe, so deservedly applauded by the 
President. 

Yet despite the President’s excellent statement of objectives and of policies 
to achieve them, a careful analysis of the specific proposals in the message 
causes us to fear that our contemplated economic aid is both too limited in 
scope and too narrowly conceived as primarily a series of unilateral undertak- 
ings on the part of the United States. 

The proposed appropriation for fiscal 1956 for the new mutual security pro- 
gram—announced during the recent Bandung Conference and widely adver- 
tised as designed primarily for the benefit of Asia—involves a contemplated 
total expenditure of about $3.5 billion. However, $2.7 billion of this sum is ear- 
marked for direct military aid and defense support; actually, less than $720 mil- 
lion is to be allocated for economic-development programs. 

While the Marshall plan allocated over $5 billion for economic aid during its 
first year, in behalf of the 300 million people of Western Europe, the proposed 
mutual security program would allocate one-seventh of this amount for similar 
economie assistance, nominally in behalf of 770 million Asians. Actually, it is 
probable that much less than the $720 million appropriated would, in fact, go 
to Asia during the course of the year, since economic aid for non-Asians is in- 
cluded in this sum. In addition, $200 million from this total would be ear- 
marked for the “President's special fund,” which is to be available for use over 
several years. 

We understand clearly that the success of any overseas economic-aid pro- 
gram does not depend on the size of the sum expended alone. The achievements 
of the Marshall plan were due to its boldness, timing, and scope, as well as to 
the magnitude of the money spent. 

Yet, the tremendous stake of the free world in events unfolding in Asia the 
critical need to mobilize every resource to stem the forward thrust of com- 
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munism, and the particularly urgent problem of giving hope to the millions of 
Asia’s underprivileged, if freedom rather than dictatorship is to be their choice, 
lead us to fear that the President’s plan for economic aid may be far too little and 
perhaps, for some areas, already too late. 

Surely America—in its own self-interest—can afford a greater effort. In 1948, 
when Congress appropriated billions for the Marshall plan, America’s wealth- 
producing capacity was $100 billion less than it is today. We must be sure our 
Asian program is not “too little’ when our resources are so clearly adequate 
to give enough. 

Finally, we fear that the proposed mutual security program does not adequately 
face the need for greater international cooperation in the area of economic aid 
to underdeveloped countries, although more and more multination cooperation 
is imperative. 

In his recent message the President properly pointed out: 

“Our programs of national action are not in any manner a substitute for 
United Nations action in similar fields. Every instance of effective measures 
taken through the United Nations on a human problem improves the ultimate 
prospect of peace in the world.” 

Unfortunately, there is a clear implication, both in the detailed proposals of 
the President and from certain voices raised in Congress, that America intends 
primarily to “go it alone.” 

An effective program of economic aid for Asia must dispel any prevailing 
apprehension that the generosity of the American people is dominated by a con- 
cept of either nation-to-nation “charity,” or “imperialistic” design. Having for 
so long suffered from domination by outsiders, the Asians have an understand- 
able suspicion of “aid’’ which can be identified with the interests of any one 
nation, and we must act wisely and sympathetically in response to this feeling. 
We must be sensitive, therefore, to the particular preference of the Asians for 
aid which is rendered through the United Nations and other multination agencies 
in which the Asians themselves participate, in contrast to programs which even 
suggest a begrudging “handout” from the wealthy to the “have-nots.” 

Therefore, we urge immediate support for the $80 million United States con- 
tribution required to launch the initial quarter-billion dollar program of the 
Special United Nations Fund for Economic Development. Would this not be a 
small, but significant, supplement to the $200 million now being requested for 
a “President al Special Fund for Asia Economic Development?’ The return in 
enhanced American prestige, which would result from our cooperation with the 
United Nations in its program for underdeveloped countries, would be enormous. 
Surely it would help dispel any Asian apprehension that the proposed “Presi- 
dent’s Fund” reposes extraordinary power to dispense or withhold vitally needed 
economic aid in order to enforce acquiescence to American policy. 

The services rendered by the United Nations, on the other hand, carry no such 
implication of unilateral authority. Consequently, in every aspect of overseas 
economic aid programing, both the success of the projects and the prestige of the 
United States will be enhanced by greater cooperation with the United Nations 
and other multinational projects. 

Although the CIO strongly urges a more bold and far-reaching program of 
Asian economic aid, and we feel that too much of the President’s proposal is 
based upon action initiated by the United States alone, we applaud President 
EKisenhower’s call for action in behalf of the free nations of Asia. He has cor- 
rectly and courageously stated that this aid cannot wait; it is not a postponable 
item of foreign policy; it is an immediate and vital necessity for the security 
and, perhaps, the survival of our Nation. 

As spokesman for over 5 million American working men and women, the 
Congress of Industrial Organizations strives to weigh the critical problems of 
our country’s international relationships and responsibilities without narrow 
partisanship or prejudice. As the Congress of the United States weighs the 
issues raised by the President’s message in this same spirit, we feel certain it 
will view his proposals as the minimum our great Nation can afford to under- 
take in these dangerously critical times. 

Sincerely yours, 
Vicror G. REUTHER, 
Assistant to the President and 
Director, Department for International Affairs. 
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Post War Wor.Lp CouNCIL, 
New York, N. Y., May 10, 1955. 
Hon. WALTER GEORGE, 
Chairman, Foreign Relations Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR GEORGE: I do not ask the privilege of appearing before your 
committee in support of economic aid to foreign countries because I do not claim 
expert knowledge. I have, however, been twice in Asia in recent years and am 
tremendously impressed with two facts: 

1. The success of our struggle against the forward march of Communist im 
perialism will depend largely on the capacity of countries outside the Iron Cur- 
tain to raise the living standard of their people as fast, or faster, than the 
Chinese are doing. This will require cooperative help from the United States 

2. To have the maximum effect, this economic aid must be in place of or in 
addition to military aid. As you well know, the suspicion that we are merely 
buying support for some future war is intense. Some countries—for example, 
Burma—have refused any aid from us largely for that reason. It is very impor 
tant to emphasize the economic side of the picture. 

I am inclined to think too little is proposed by the administration rather than 
too much, although I am aware that aid cannot be wisely given without proper 
personnel to administer it under proper plans. 

It is important that the American people should understand we are not giving 
this aid even to buy thanks. We are not proposing it of itself as a complete 
and final answer to communism. It is a necessity to hasten the building of the 
kind of world fit for peace. 

My experiences in Asia convince me that the best form of aid would be that 
given under multilateral arrangements cooperatively, either under the U. N. or 
some regional organization, like the Organization of American States. It would 
help, moreover, if a way could be found so that the cooperating nations should 
contribute to the fund in accordance to ability to pay, even if the contribution in 
some cases was very small. 

I do not think that plans exist to carry out this suggestion for multilateral 
action adequately at present. I suspect that America herself needs education 
toward it. I do, however, believe that it is most unfortunate from every point 
of view that the United States thus far has refused to join the Special United 
Nations Fund for Economic Development (SUNFED). On this subject I have 
heard critical remarks from potential friends, both from Latin American and 
Asian countries. 

I hope that your committee will recommend the reversal of this policy and 
full contribution by the United States. I have seen enough of the work done 
under U. N. agencies in some of these countries to feel genuine confidence in it. 
To sum up, in behalf of this organization as well as myself, I urge favorable 
committee report on the President’s proposal for economic aid plus a recom- 
mendation of American participation in SUNFED. Beyond this I hope that Con- 
gress will encourage, both in the public mind and in the administration’s prac- 
tice, further exploration of the best way in which we can cooperatively help to 
raise living standards in the world, half of whose people now exist close to the 
line of starvation. 

Sincerely yours, 
NorMAN THOMAS, Chairman. 


THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., May 19, 1955, 
Hon. WALTER F. GEORGE, 
Chairman, Senate Foreign Relations Committee, 
Washington, D. C. 

My Drar SENATOR Grorce: As your committee considers the mutual security 
program, we would like to have you include in those deliberations Resolution 18, 
adopted by our national executive committee at its Indianapolis meetings on May 
#1, 5, and 6, 1955. This resolution may be considered as the American Legion’s 
statement of foreign policy. A copy of Resolution 18 is enclosed. 

To set forth some of the views that are possibly more pertinent to the subject 
under discussion, we call your attention to the following: 

2. e: “We are unconditionally opposed to the giving, loaning, expending, or 
otherwise granting American tax dollars to or for the benefit of any nation which 
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sends strategic materials to Red China or to any country behind t¢ 
Bamboo Curtains.” 

3. a: “The concession by the French Government of strategic North Vietnam 
o Communist China, and the present civil conflict in South Vietnam pose a 


he Iron ot 


serious threat to the defense of all Indochina We urge our Government to 

furnish such economic and military aid as will enable the new governments of 

Indochina to adequately resist communism and establish themselves as effective 
lies of the free world.” 

Paragraph 5: “We are heartened by the increased mutual understanding and 
recognition of local problems by all American nations as evidenced by the effec 
tiveness of the Organization of American States in solving the Costa Rica 
incident. We recommend expanded financial and technical assistance by the 
United States in support of the efforts of all American nations to attain a higher 
standard of economic and political stability.” 

It will be appreciated by the American Legion if you will make this letter a 
part of the record of hearings on mutual security. 

Sincerely yours, 
MILEs D. KenNepy, Director 


NATIONAL EXECUTIVE COMMITTEE OF THE AMERICAN LEGION, MEETING 
Hetp May 4-6, 1955 


Resolution No. 18 (as amended). 
Committee: Foreign Relations. 
Subject: Foreign policy statement of the American Legion 
Be it resolved by the national executive committee of the American Legion at 
ts annual spring meeting held in Indianapolis, Ind., May 4-6, 1955, That: 


PREAMBLI 


The fierce struggle against the forces of communism continues. The America 
people realize that this struggle will be long and difficult but they are prepared 
to wage it relentlessly, knowing that communism must be met and defeated on 
every front. A clear and definite policy in dealing with this menace is required 
to rally our forces and concentrate our efforts. 

1. Russia 

(a) We recognize that Soviet Russia has amassed the greatest concentratior 
of colonial power and enslavement of peoples in the history of mankind; that in 
excess of 600 million human heings suffer under the Kremlin’s oppressive bondage 

We must not be lulled into any sense of security by the constant stream of 
propaganda that is released from Moscow—we must be alive to the Soviet 
threat and know the monster for what it truly is, a savage, insatiable beast 
devouring the weak and menacing the strong. 

We declare that the Red rulers of today are still the despoilers of freedom, 
as they were yesterday, and will be tomorrow. 

We declare that we will continue to fight the Communist menace wherever 
and whenever it appears and for that purpose we counsel that America continue 
militarily strong as we are morally right, and continue our messages of hope to 
the enslaved people within the Soviet orbit, that they may gain release from 
their enslaving masters and resume a place among the free peoples of the world 

(6b) Once again we urge that our Government seriously consider the severance 
of all diplomatic relations with the Government of Soviet Russia, and with the 
alleged governments of the countries that have been enslaved by Russia, and 
that our Government take such action whenever deemed necessary. The Amer 
ican Legion will heartily endorse and support such action. 
~. Red China 

(a) The American Legion calls for positive action on the part of our Govern 
ment to establish definite protection around the Formosa area and take all ne 
essary action to defend the entire area against Communist aggression. 

(6) We condemn Red China for their barbaric and lawless detention of Amer 
ican servicemen fighting under the flag of the United Nations and for the illegal! 
incarceration of a large number of other American citizens. Their ruthless and 
Sadistic acts, in complete violation of their armistice agreement, reveals the 
utter contempt in which they hold the recognized morals of humanity. We urge 
our Government to take every possible step and to use all available means to 
obtain the release of these prisoners. 


62426—55-——_26 











396 MUTUAL SECURITY ACT OF 1955 


(c) The American Legion calls upon our Government to continue its refusal 
to recognize Communist China. Red China’s attempt to subvert their neighbors 
and to constantly threaten war to gain their objectives should be met at every 
turn by a forceful display of military power. 

d) We reiterate our position in urging our Government to use every resource 
ivailable to prevent the seating of Communist China as a member of the United 
Nations, for any purpose whatsoever. 

(e) We are unconditionally opposed to the giving, loaning, expending, or oth- 
erwise granting American tax dollars to or for the benefit of any nation which 
sends strategic materials to Red China or to any country behind the iron or 
bamboo curtains. 


Southeast Asia, Middle East, Northern Africa 


i) The concession by the French Government of strategic North Vietnam to 
mmunist China, and the present civil conflict in South Vietnam pose a serious 
threat to the defense of all Indochina. We urge our Government to furnish such 
economic and military aid as will enable the new governments of Indochina to 


adequately resist communism and establish themselves as effective allies of the 
free world 


} 
{ } 


C 


We commend the nations concerned for reaching an amicable settlement 


the Iranian oil dispute and the Suez Canal problem, despite adverse Commu- 
nist influences. 


(c) We urge our Government as a United Nations member to effect a re- 
onciliation of the Israeli-Arab dispute. Satisfactory relationship with the Arab 
States is seriously hampered by lack of a solution to this problem. 

(d@) After years of conflicting and frustrating attempts by our Government 
to champion the cause of liberty and freedom among colonial peoples in south- 
east Asia, the defeat of Communist strategy by its intended victims, at the recent 
Afro-Asian Conference, Came as a most encouraging development. 

The American Legion is particularly proud to commend the fearless stand for 
freedom taken by our friends in Turkey, Pakistan, Ceylon, the Philippines, and 
Thailand 

The sentiments, mood, and public statements of the vast majority of all 
lelegates to the Conference rejected both neutralism and communism, which 
they correctly identified as defeatism, on the one side, and imperialistic colo- 
nialism on the other. 

The Bandung Conference demonstrated again an old truth that the American 
ideal of independence, democracy, liberty, and the pursuit of happiness, under 
God, is still and always will be the best cornerstone for our foreign policy. 


. Western Europe 

We view with great satisfaction the entrance of Western Germany, as a new 
sovereign nation, into the free world partnership and the NATO alliance. 
5. Latin America 


We are heartened by the increased mutual understanding and recognition of 
local problems by all American nations as evidenced by the effectiveness of the 
Organization of American States in solving the Costa Rican incident. We recom- 
mend expanded financial and technical assistance by the United States in support 
of the efforts of all American nations to attain a higher standard of economic 
and political stability. 

6. United Nations 


(a) The United Nations, as an association of sovereign nations, may someday 
prove an effective instrument of world peace. However, the sovereignty of the 
United States must never be compromised. 

(b) At the request of the National Commander Seaborn Collins, John J. Barn- 
hardt, a member of the foreign relations commission, has presented to the Sub- 
committee of the United States Senate on United Nations Charter Revision a 
statement of American Legion views on proposed amendments to the charter. 
We favor a continuing study by the American Legion of proposed changes in the 
United Nations Charter. 


World government 


We strenuously oppose any participation by the United States in a world 
government, or in united world federalism. 
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S. Treaties, pacts, agreements, etc. 

To clarify the Legion’s current position we propose the submission by the 
Congress of the United States of a constitutional amendment, at the earliest 
ypportunity, providing (1) no provision of a treaty or other international com- 
pact or agreement which conflicts with the Constitution of the United States 
shall have any force or effect; (2) no international compact or agreement which 
has not been concurred in by the Senate, as provided in article II of the Consti- 
tution, shall be, or have the dignity or legal effect of, a treaty under article VI 
f the Constitution; (8) no treaty or other international compact or agreement 
shall be effective as internal law within the United States except to the extent 
it may be made so by an act of Congress enacted to enforce or implement the 
same that would be valid in the absence of a treaty; (4) no treaty shall be 
concurred in by the Senate except by the affirmative vote of two-thirds of a 
quorum of the Senate, on which the yeas and nays shall be entered on the journal ; 
and (5) the Constitution shall not, in any way or to any extent, be altered or 
amended except by one of the methods provided in article V thereof 
9. Status of Armed Forces abroad 

The American Legion believes that all United States service personnel sta- 
tioned abroad should be tried by United States military tribunals for any offense 
‘committed on foreign soil and calls upon all Government officials to make an 
effort in every case to secure jurisdiction and provide for disciplinary action by 
United States military authorities. We urge that negotiations be initiated 
toward supplemental agreements which will secure exclusive military jurisdic- 
ion over United States personnel. 

10. Psychological program 

We urge the continuation and expansion of the psychological warfare program 
of the United States. 

We urge the United States Information Agency to continue its program empha- 
sizing its messages to Czechsolvakia, Austria, Hungary, and Poland. 

We also urge an enlargement of the Department of State’s international edu- 
cation exchange program. We commend the participation of journalistic and 
newspaper people in this project and encourage their increased activity in the 
development of additional programs of their own. 


CONCLUSION 


We urge all members of the American Legion to study foreign affairs intently. 
An informed public opinion is necessary if this Nation is to be effective in its 
dealings with other nations. The American Legion, by stimulating discussion 
and disseminating information, can be very helpful in molding public opinion. 
As attested by our national commander, all members of the American Legion 
are interested in this subject and no group has a greater right to be heard. 

We urge all departments to disseminate the foreign policy program of the 
American Legion on as broad a scale as possible to all posts and to the public 
generally. 





AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, 
FOA LopGe No. 1534, 
Washington D. C., May 12, 1955. 
Hon. WATER F.. GreorcE, 
Chairman, Senate Foreign Relations Committee, 
United States Senate, Washington 25, D. C. 

Drar Mr. CHatnMAN: Consideration of the foreign aid program before your 
committee brings up the issue of continuing the functions of the Foreign Opera- 
tions Administration when transferred to the jurisdiction of other Government 
agencies. 

The present employees are an efficient, hardworking group who have been 
culled out of the previous MSA organization. They have been sincere and active 
in the progress of the aims and objectives of the foreign aid program as admin- 
istered by Harold E. Stassen. They have been loyal and energetic in promulgat- 
ing and carrying out the technical assistance program covered in the foreign 
aid act as outlined in the legislation passed by Congress. 

A large number of these employees, all United States citizens, are not long- 
time career Government employees or diplomats, but on the other hand, they 
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have been drawn from the ranks of labor, industry, business, banking, et 
‘These employees are successful in their special lines of endeavor and have been 
recruited as specialists for their particular offices in FOA. 

If job security safeguards are not provided the effect is demoralizing and 

reates practically chaos in various offices. When no employee cun be assured 
of permanency of his position, he naturally is in the position of the proverbial 
“whiffenpoof bird” who is constantly looking backward 
look forward to nor any accomplishment to attain. 

The American Federation of Government Employees Lodge 1534, representing 
the employees of FOA, respeetfully- requests that legislation continuing the for- 
eign aid program contain a provision that any reduction in force shall be gov 
erned by civil service regulations, thus safeguarding the present employees in 


their present positions in which they are experienced and are now efficiently 
performing. 


Sincerely yours, 


there is no position to 


AMERICAN FEDERATION OF GOVERNMEN’ 
Emp.Loyrers, FOA Loner 1534, 
Foster J. Pratrr, President. 


THe AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 


Washington, D. C.. May 18, 1955 
Hon. WaLTer F. GrEorGE, 


Chairman, Senate Foreion Relations Committee, 
Washington 25, D. C 
Drar CONGRESSMAN GroRGE: Referring to committee print No. 1 dated May 11 
1955, issued in connection with a proposed bill to amend the Mutual Security Act 
of 1954, etc., I would state that the national organization of The 
Legion is ve 


aid program. 
T 


American 
ry much interested in provisions thereof dealing with the foreign 


he Mutual Security Acts of 1952 and 1953 respectively (Public Law 400 of 
the 82d Cong. and Public Law 118 of the 838d Cong.), both containing a require- 
ment to the effect that a certain percentage of the personnel be reduced. These 

aws also contain language which the said agency, now known as the Foreign 
Operations Administration, interpreted as giving it authority to destroy the 
provisions of the Veterans’ Preference Act of 1944, as amended, on the alleged 
premise that the language repealed by implication, the said Veterans’ Preference 
Act. 

Believing that the agency’s action was both legally wrong and morally un 
reasonable, representatives of the American Legion appeared before the Senate 
Foreign Relations Committee on May 20, 1954, and gave testimony outlining the 
program in detail and respectfully requested that Congress be more specific with 
reference to the intent regarding veterans’ preference in order that unfortunate 
situations of this type might not arise in the future. 

In examining the aforesaid committee print No. 1, dated May 11, 1955, 
presently pending before your committee, we are very happy to note on page 14 
thereof, lines 20, 21, and 22 contain language which removes any doubt as to the 
consideration and construction to be given to the Veterans’ Preference Act in 
connection with the transfer of functions from the Foreign Operations Admin 
istration to any other agency. 

At this time I would like to be permitted to express to you our sincere thanks 
for the kindly consideration which you have extended in connection with this 
most important problem 

Sincerely yours, 


Mires D. Kennepy, Directo? 


| Telegram } 

New YORK, N. Y. May 13, 1955 

WALTER F’, GEORGE, 
Chairman, Foreign Relations Committee, 

Senate Office Building, Washington, D. C.: 

United HIAS Service, one of the voluntary agencies that has worked very 
closely with the office of the United Nations High Commissioner for refugees in 
furtherance of its most urgent and extremely necessary program, reiterates its 
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previously expressed concern for, and support cf, the high Commissioner's office, 
in the plan to assist in the permanent solutions of the problems of refugees. 

In view of the present situation of stateless and refugee persons in Europe 
and in China, and in awareness of the exemplary and excellent work that has 
been done in that troubled field by the High Commissioner’s Office, United HIAS 
Service expresses its profound concern with the continuance of this work, and 
urges that the Congress of the United States give sympathetic attention to the 
request for funds for this organization to further and advance its operations. 

No humanitarian project at this time is deserving, in our opinion, of more 
consideration and assistance, and we trust that the Government of the United 
States, which has always been gloriously notable for its aid to humanitarian 
projects of every description, will come forward again, as always in the past, 
with generous assistance to those unfortunate and oppressed individuals who 
will be aided toward new and happier lives through the efforts of the High 
Commissioner's office. 

We commend this worthy cause to you, and we hope and believe that, as one 
of the outstanding legislators of our country, you will support the High Com- 
missioner’s request for more and adequate funds with which to carry on this 
urgent work. 

3EN TOUSTER, 
President, United HIAS Service. 

The CuarrMan. The first witness is Mr. Robert Nathan. Mr. Na- 
than, will you have a seat. We will be glad to hear you. If you wish 
to put your written statement in the record and then summarize it 


here, or if you wish to use it, why, you may proceed just as you desire. 


STATEMENT OF ROBERT R. NATHAN, CHAIRMAN OF THE EXECU- 
TIVE COMMITTEE OF AMERICANS FOR DEMOCRATIC ACTION 


Mr. Natuan. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am appearing here 
today as the representative of the Americans for Democratic Action 
of which I am chairman of the executive committee, and pursuant to 
your suggestion, Mr. Chairman, I think I will not read the statement 
but merely summarize it in the interests of time. 

The CHarmmaAN. You may put the statement in the record, your 
full statement. Furnish it to the reporter and then you may sum- 
marize it and stress the main points that you are presenting to us. 

The statement submitted by Mr. Nathan in its entirety is as 
follows :) 


TESTIMONY OF Ropert R. NATHAN ON BEHALF OF AMERICANS 
ACTION, ON THE MutTuaL Security BI! 


FOR DEMOCRATI 


Mr. Chairman and members of the committee, my name is Robert R. Nathan 
1 I am chairman of the executive committee of Americans for Democrati 


rai 
Action. I appreciate your courtesy in giving me the opportu to expres 
ADA’s views on the mutual security bill. 
\id to the peoples of the underdeveloped areas of the world has long been a 
iculaur interest of our organization—and I myself hav 1ad the opportunity 
recent years to gain some firsthand impressions of the problems of free Asia 

Shall direct my remarks to the nature and magnitude of the challenge w!] 

s us there, and shall give reasons for my grave doubt that tl bill measures 
to that challenge. 

If we define an underdeveloped country as one whose average } pita incom 
S less than 3150 a year (our own is more than $1,500), two-thirds of mankind 
ives in such countries—including, outside the Communist orbit, some 1.1 billion 
people in Asia, Latin. America, and Africa. The great majority of these people are 


l-fed, ill-clothed, illiterate, and plagued with diseases whicl 
tive capacity and shorten their lives. 

In Asia, hundreds of millions of these people have won their political freedom 
he past decade, and are now seeking freedom from the degrading poverty 


curtail their pro 
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which has been their lot for centuries. In Africa and Latin America, more hun- 
dreds of millions have discovered that poverty is not inevitable, that with the 
use of 20th century technology people can live in dignity and comfort. Mankind 
is on the move. 

The Communists are eager and ready to exploit this poverty and discontent. 
They have their solution neatly and attractively packaged for export. The 
price of progress on their terms is, of course, totalitarianism and the loss of 
those freedoms which for us make life worth living. But this price is artfully 
concealed behind a facade, such as Communist China puts on for visitors, of 
inassive construction projects and manufactured popular enthusiasm. 


PROGRESS WITH FREEDOM 


Fortunately, the majority of Asians have so far chosen to seek progress with 
rather than without freedom. Without outside aid, it will be very tough going. 
ven in the United States, with its initially small population and immense 
natural resources, massive investment from abroad was essential for progress 
Many of the Asian countries suffer from tremendous population pressures; all 
have exceedingly low living standards. For the most part the capital which 
their foreign colonial masters provided—even while exploiting them—is no lonoger 

ailable. Some of them are trying hard to mobilize their own capital, but the 
pressure to maintain even their present low living standards is so great that it 
is all but impossible to put aside more for the future. 

Here are the simple, dramatic figures. The United States is able to invest about 
15 percent of its national income; the underdeveloped areas can hardly manage 

percent. Under these circumstances, the economic gap between the United 
States and Asia—with all the possibilities it offers for Communist exploitation— 
is bound to grow. 

These people do not demand or expect miracles. The peasant does not expect 
to drive his Cadillac down an Asian Park Avenue, or put his wife in a mink coat. 
What he is demanding is hope that things are changing for the better, that his 
children and his children’s children will live better and longer than he will. 
There is time for us to help the Free Asians help themselves—but that time is 
not unlimited. 

If we of the free world do not very soon offer real hone for the future, the 
poisoned bait that the Communists offer may become increasingly attractive. 
Indeed, there are indications that the Communists may for the time being abandon 
efforts to impose their system by armed forces, and concentrate principally upon 
subversion. They call this new turn in their policy “coexistence”—I prefer the 
label “competitive coexistence,” and it’s a competition we should welcome. 


BATTLEGROUND OF ECONOMIC COMPETITION 


Mr. Chairman, the Communists could not have chosen, in the struggle for the 
world’s future, a battleground more to our advantage. This field—economic 
competition—is one in which we can and should win hands down, if we but have 
the courage and wisdom to put to use our immense advantages. With 6 percent 
of the world’s population, we account for over a third of the world’s production. 
We have the skills and technology which the rest of the world needs. Compared 
with our wealth and productive capacity, the aid that Asia needs and can use is 
ridiculously small. Last year alone, by failing to maintain past rates of economic 
progress, we wasted over $25 billion of national income that we could have easily 
achieved. 

Mr. Chairman, we had some hopes a few months ago that this administration 
might come forward with a program which would at least begin to meet this 
challenge. But that was in the remote period “b. h.”—‘“before Humphrey.” 
After the Secretary of Treasury returned from Brazil, balancing the budget and 
lowering taxes took priority over achieving balance in the world, and the theory 
that prosperity will somehow trickle down was applied on a global scale. 

I know that we would all like to see our taxes reduced—I don’t enjoy paying 
taxes any more than the rest of your constituents. But I’m sure we'd all prefer 
to forego tax reductions in order to take out something like adequate insurance 
against the further spread of communism. 

The President in his April 20 message recognized the nature and magnitude 
of the challenge which faces us—but the mountain of sermonizing delivered itself 
of a mouse of economic aid. The size of the program proposed by President 
Hisenhower is woefully inadequate relative to the challenge. However, this mat- 
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ter of size is but one manifestation that the administration has failed to face 
up to the need. This program is to be administered by Mr. John B. Hollister, 
who when asked about it told reporters, “I just don’t know enough about the 
program yet”—who served as executive director of the Hoover Commission, 
whose unpublished report attacks the whole idea of foreign aid—and who as a 
Congressman in the thirties had a straight reactionary voting record and 
declared in 1934 that, if the New Deal continued, “then most assuredly grass will 
grow in a thousand streets.” 

Mr. Chairman, we shall most certainly oppose Mr. Hollister’s confirmation 
when it comes up for consideration. The most elementary rule of good admin- 
istration is that the man in charge must believe in what he is doing—and in 
this vital post we simply cannot afford to accept less. 

Worse still, this bill proposes to give Mr. Hollister the power to circumvent 
civil-service regulations, and purge at will FOA employees over a certain grade 
transferred to the new agency. Even if Mr. Hollister’s judgment on such matters 
were not in dispute, this proposal is hardly in the best interests of good govern- 
ment which the Civil Service, through the years, was set up to promote. 


SIZE AND EMPHASIS OF PROGRAM WRONG 


Not only is the size of the program tragically inadequate to the need, but 
the emphasis is disastrously wrong. Of the $3,530 million proposed, nearly 80 
percent has the military label—$1.7 billion for direct military aid, and $1 
billion for defense support. We thereby give substance to the propaganda of 
the Communists—and the fears of many non-Communists as well—that the 
United States is more interested in preparing for war than in building for 
peace. 

Our friends are entitled to armed forces adequate to maintain security and 
to cope with riots and insurrections. But to pretend that Iraq or Pakistan can 
offer serious resistance to armed Communist invasion is sheer self-deluding 
folly. We fail to recognize the significance of their economic development and 
expose them to an increased risk of internal subversion when we place primary 
emphasis on military matters. 

To the extent that defense support is what it purports to be our cautions 
apply here as well. To the extent that it is concealed economic aid, we believe 
that the effort thus to please the saber rattlers in our own midst is both dishonest 
and destructive of our good name abroad. 

The front lines of resistance against communism must be strengthened by 
economic, social, and political development. Of course, these front-line countries 
must have the backing of adequate free-world military strength—and that is 
precisely why ADA has opposed this administration’s reduction in our Armed 
Forces. 

SUGGESTIONS FOR ASIAN DEVELOPMENT 


The challenge we now face in Asia is as great as that we faced in Burope in 
1947, although different in character. There the job was rehabilitation, and in 
the Marshall plan we carried it through to success, frustrating the high hopes 
the Communists once had to extend their control to the European seaboard. The 
job in Asia is not rehabilitation, but development—it won't require immediate 
expenditures on the Marshall-plan scale, but it will require a long-range, sus- 
tained effort on our part. To meet this need, we must give our policy a New 
Look, suited to this new task. Here’s how I see it shaping up. 

1. An economic development program whose size should and need be limited 
only by the present capacity of the underdeveloped countries to put aid to effec- 
tive use. 

2. A long-term commitment to assure rapid and sustained development—as I 
see it, for at least a decade. 

3. An allotment of at least $1 billion in loans and grants for straight economic 
aid within the next year or two. 

4. A steady increase in such development funds, reaching perhaps $3 billion a 
year within the next 5 years. As the program develops, an increasing proportion 
of such resources can be in loans rather than in grants. 

5. The encouragement of private investment, particularly as loans and grants 
create the necessary foundation for it. 

6. Steadily increased technical assistance, both directly and through the U. N. 

Can»we afford it? Those who say such a program will “bleed us white” are 
talking-utter nonsense. If we should decide now to allocate to this purpose just 
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10 percent of the increase of our national income from its present level here’s 
vhat it would mean. With our growing labor force and improving technology, 
we are able to boost our income at least $15 billion a year. That would mean 
$1.5 billion the first year, $3 billion the second, reaching over a 10-year period the 
total of $75 billion—allowing for a substantial increase in our own standard of 
iving. I’m not suggesting that the underdeveloped areas need or could use this 
much aid—simply putting the question in perspective. 

Moreover, it’s a good investment. As their development proceeds, a large por- 
tion of the aid (that given in the form of loans) can and will be repaid. Moreover, 
an ounce of prevention is worth a pound of cure. If we fail to take political and 
economic measures to arrest the spread of communism, we may find ourselves 
forced into military measures which will cost 10 or 100 times as much. 

Mr. Chairman, the question will be raised whether we should help the so-called 
neutral or uncommitted nations. We ourselves would like to see them more firmly 
committed against Communist aggression or subversion. But it cannot help us 
it can only aid and comfort the Communists—to deny such nations the help that 
may make the difference between progress plus freedom or stagnation and a 
possible drift toward totalitarianism. 

Mr. Chairman, it is being said by many that even the present inadequate pro- 
posals of the President will be slashed in Congress, that there is no public sup- 
port for large-scale economic aid to Asia. There is, however, a very impressive 
precedent to the contrary. When President Truman put before the American 
people, in its full dimensions, the need for European recovery, they responded 
with the support which carried the Marshall plan through to success. I have 
enough confidence in the boldness and idealism of our people to say that they 
will always respond with greater enthusiasm to a full statement of the task 
ahead, and of the measures needed to put it through, than they will to halfway 
measures, halfheartedly presented. 

I am confident today that if the real challenge and real needs of Asia were put 
before the American people—and this is the responsibility of the President him- 
self—they would give this administration the mandate and the means to do the 
job 


BILL INADEQUATE TO MEET CURRENT SITUATION 


Mr. Naruan. With reference to the bill that is before this commit- 
tee and before the Senate, it is our feeling, Mr. Chairman, that the 
bill is inadequate to meet the current situation in the world. 

it he as been my opportunity to travel around the globe 7 times in the 
last 314 years, and T believe that in view of the picture in the world 
today, what is proposed in this bill will not serve the best interests of 
the United States in the fullest measure that could be accomplished 
at this time. 

There is evidence that the Communist group in the Communist 
ountries are shifting their emphasis more and more toward the area 
of subversion rather than military aggression, and moving toward 
what they call coexistence, what we would like to call competitive co- 
existence in a competition which we feel very much is oreatly to the 
advantage of the United States. 

I would say that if the United States were to pick the strategy or 
the nature of the conflict or the nature of the competition between 
the free parts of the world and the Communist parts of the world, 
we could not pick a better front to conduct this conflict than in the 
economic and political and social area 

From the economic point of view this country, with about 6 percent 
of the world’s population, has between a third and a half of the world’s 
productive capacity, the ability to produce. We do produce some- 
where between a third and a half of the world’s production, and in 
view of that tremendous capacity and those huge resources, this com- 
petitive coexistence should be our meat. It should give us our greatest 
pportunity in this competition between freedom and totalitarianism. 


hae 


See 
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Now, in the free countries that encompass something over a billion 
people in this world, the average income is less than 5150 per year 
per man, woman, and child, compared with over $1,500 per year in 
the United States. 

I think this gap is tending to grow rather than to narrow because 
we in America, with our level of production, find i rather easy to 
set aside 15 percent or sometimes ea 20 percent of w ow we produce 
for building new facilities for tomorrow, for generating new creative 
facilities. 


But these countries whose levels of proses tion are so low that they 
barely meet the real minimum requiremet s of the people, they find 
it very difficult to set aside even 5 percent of thei pro » to build 


for tomorrow. The result is that our rate of development is accelerat- 
ing and their rate is quite slow. 


CAPITAL INVESTMENTS 


Now, I believe that we have failed to recognize that countries grow 
rapidly if they have adequate capital, and I think we have failed to 
realize that the history of the United States is a history of capital 
imports. 

In the early stages of the development of this country, even though 
we were never overpopulated and we had f: wbulot is natural resources, 
we required considerable import of capital to accelerate our develop- 
ment, foreign developments, assets brought by the immigrants them 
selves, loans from abroad, and now these countries which are unde- 
veloped and underdeveloped are finding it impossible to accelerate 
their development by their own resources. 

Those little resources they received in the past from their colonial 
powers are largely eliminated because first they aren’t anxious to get 
investments from the countries which previously controlled them, 
they are afraid of that continuing control. 

A lot of those countries, of course, are hesitant about investing 
further because of politic al conflicts. Cert: nly many of these in- 
vestors in countries like England and the Netherlands are today draw- 
ing out what capital they have in countries that they formerly con 
trolled. 

You don’t get a new flow of investment from colonial powers. And 
we might well ask ourselves, Mr. Sen: tors, as to where the ¢ apital to 
accelerate the development of these countries can ee come from. 
I think we must realize that in any sizable measures it can only come 
from the United States. We are so-called capital rich, a capital 
surplus country that can really make investments abroad. 

Now, I have a feeling that that imposes upon us not only responsi 
bility but also an opportunity to develop relationships with these 
countries to help them develop, to give their people a hope whereby 
they will be more resistant to subversion. 

Some months ago, and I happened to be in the Far East around that 
time, Secretary Dulles and FOA Administrator Stassen, I think, gave 
real hope by their expressions that we were going to have a sizable 
a im. And then Mr. Humphrey, the Secretary, not the Senator, 
came back from Brazil, and pretty soon that hope or program seemed 
to be down the drain. 
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More recently the President's message, in my judgment and in the 
—— nt of ADA, reflects Mr. Humphrey’ s concern for lower taxes 
and a balanced budget even more than our concern for a balance in 
the pak | and for greater progress toward world peace. 

We feel that the program is a serious compromise with a most con- 
servative and I think a narrow and unhealthy point of view in terms 
of what we can afford to do. 


WHY PROGRAM IS INADEQUATI 


Now, first of all, let me Say why we believe this program is not an 
adequate one. I give three reasons. 

First | would say it is because of its size. The size of the program 
in terms of aid to the underdeveloped countries in Asia is relatively 

mall, 

The reason why it is small is because the program of 314 billion 
sounds big, but almost SO percent of that 314 billion is military and 
defense support. 

If much of that defense support is economic, then I think we are 
doing ourselves harm in the world by calling it defense support. 
Mavbe it is easier to sell it here in the U nited States on a defense- 
support basis, but I think that is because a major effort may not have 
bee n made or is not being made to sell it. But I think we ought to 
emphasize primarily the economic rather than the military. 

Many countries of the world are fearful of getting caught in the 
middle on the milit: ary side and they think the whole interest of 
America is military, preparation for war rather than preparation for 
peace, 

We favor sizable military expenditures. Asa matter of fact, ADA 
has doubts about the cuts in our military expenditures. But we do 
think in our foreign program to make a program 80 percent military 
and defense support and 20 percent economic is a very, very erroneous 
approach to trying to get the free countries of the world in back of us. 

We are also concerned not only because the program we think is too 
small and because it is too much military and too little economic, but 
also we are very much disturbed about the administration of this 
program. 


APPOINTMENT OF JOIN B. HOLLISTER 


We feel that President Eisenhower has made a very serious mistake 
in recommending the name of Mr. Hollister to be Administrator. We 
will oppose his nomination when it comes forth because I think every 
program needs some one to direct it who is sympathetic, and to ap- 
point a person who says he doesn’t know whether he is sympathetic 
or not, because he doesn’t know enough about it; one who worked with 
the Hoover Commission report, which although not published we feel 
we know enough about that report to think it is adverse. I think it is 
a serious mistake, and that is not going to help. 

On those three grounds, the size of it, too much military instead of 
economic, and the appointment of Mr, Hollister, we feel there are 
serious deficiencies there. 
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PROPOSALS FOR PROGRAM 


This is what we would propose, Mr. Chairman. We would recom- 
mend a program of development assistance in the form of loans and 


grants, and it may well be mostly loans; development assistance which 


would be limited by the effective use to which these funds could be put. 
Chat would be the major limitation. 

In other words, limit the amount available to what they can effec 

vely use and we think that amount will be relatively small as com- 
pared to our resources, 

| would feel that if a billion dollars in ald, even principally in loans 
to the underdeveloped countries, say, within a year or two could be 
pro vided, that would be perhaps all that could be effectively used on 


ual bas SIs. 
But within tor 5 years it is our judgment that > billion a year, 
mavbe } billion a ye: al can be used. We feel that t] 1ese should be com- 


mitments of a lo ng-term nature. 

We ought to say we are going to help the underdeveloped countries 
for at least 10, maybe 15 years. ‘That raises a serious question, Mr. 
Chairman, as to whether we can afford this “ese 1d “of program. 

! would say this. Last year due to failure to have full employme nt 

this country we literally lost or wasted some 20 to 25 billion dollars’ 
vorth of goods and services. I think that is agreed upon pretty much 
n all fronts, that our gross national product last year was some 20 
billion to 25 billion less than it could have been at full e mployment. 

\ foreign lending program or assistance program of perhaps al 
billion or 2 billion a year is insignificant compared to that loss, 

a me put it another way and say if we decided in the interests of 

orld peace to put 10 percent of only our increase in income in the 
next 10 years above the present level, only 10 percent of the increase 
into deve lopme nt funds abroad, that would provide something like 
*75 billion in the next 10 years. 

Now, we do not propose that size of a program. But I merely quote 
liis kind of figure to indicate we have the capacity, we have the re- 
sources, we have the facilities. And I do believe that our program 
ought to be related to the needs. 

Just one final point. There is talk that even this bill is so big 
and so dramatie in its $200 million program spec ial fund that it is 
coing to be hard to get it through the Congress and the Senate. 

Mr. Chairman, we venture to say that if the administration, and 
that means primarily the, President, were to give this program the 
kind of support that it requires in this fight for peace in the world, 
it could be a much bigger program, and we feel it could be enacted 
without any question. 

The main problem we feel is one of faith and support. We feel 
in this fight against communism, the fight for world peace, in the 
a for keeping free people free, we can go far, far beyond what 

las peen proposed, and we should go far beyond. 

The CHarrman. Mr. Nathan, you have been around the world a 
good deal. Do you have any doubt in your own mind that this is a 
proper approach through the economic side of the matter ? 

Mr. Narman. Mr. Chairman, I think it is more important than 
any approach. 
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The CHarrMAN. You have no doubt in your mind about the re 

ilts in Europe, and you have seen the results, meager though they 
may have been, in other parts of the world ¢ 

Mr. Naruan. I have no doubt, Mr. Chairman, that our economic 
aid for rehabilitation in Europe was a major factor, not the factor, 
but it was a principal factor in keeping Western Europe free. 

And I think that economic funds for development in Asia—it is not 
a rehabilitation job, it is a development job—can be a major factor in 
eeping that area of the world out of the Communist sphere. 

he CHAIRMAN. The committee thanks you. Are there any ques 
tions, gentlemen ¢ 


ADMINISTRATION OF AID PROGRAM 


itor GreEN. I sympathize a good deal with what you have said, 
Mr. Nathan, in the Way of criticism. You have been around the world 
VOU Say seve ral times and you have visited all these countries to 
which aid is given. You make two criticisms: one is that the amount 
is not enough, the other is that it is not the right kind—it is not well 


idministeread, 
[lave you been anywhere where you found it has been properly 
nistered ¢ 
Mr. Naruan. Senator Green, 1 think that in some countries the 
administration of aid up to now has been quite effective. 


Senator Green. Will you enumerate ¢ 
Mr. NatHan. Yes; 1 would mention India, I would mention Israel, 
| I would mention certainly the Western European countries, 
Irance and England, where I visited rather extensively. 
i am worried, to be honest with you, Senator Green, more with 
administration in the future under Mr. Hollister than I am at 
the present, because I just do not think a program of this nature can 
idiministered without somebody who has a real feel for it. 

Senator Green. There is no doubt it can be improved. 

Mr. NatHan. Yes, sir. 

Senator GREEN. 1 wanted to know whether there was anywhere 
you had been where it was satisfactorily administered, in your opinion 

Mr. Narwan. Yes; I would certainly say that the programs in 
Western Europe, where I spent some time in France and England, 
and also the program in Israel, were quite well administered. ‘There 
was some waste, Senator Green, certainly. 

Senator Green. Are there any of the, underdeveloped countries 
where you think the administration has been satisfactory ? 

Mr. Narnan. Actually the program in most of the underdeveloped 
countries, Senator, has been mainly technical assistance. India has 
been about the only one that has had any real material aid of a 
economic nature. 

Senator Green. Would you cite India as a case where the admin 

tration has been satisfactory ? 

Mr. Naruan. Yes; I think the progress in India, and I think the 
use of the funds, I would say, Senator Green, has been satisfactory. 

Senator Green. Would you say in most of the countries it has 
been unsatisfactory, in your opinion ¢ 

Mr. NaruHan. Economic aid—there is no other test really, Senator 
Green, because we haven’t had any sizable economic aid in most of 
underdeveloped countries, other than pure technical assistance, 


anette: 
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a few dollars here and a few dollars there for equipment, but basically 
no real economic aid in countries otherwise. In the real underde 
veloped countries it has been primarily technical assistance. 

Senatos Green. Would you favor cutting it out ’ 

Mr. Narwan. Oh, no; I am in favor of increasing it. 

Senator Green. You say it is no use. 

Mr. Naruan. Oh, no; I say you haven’t had any real material 
aassistance up to now. There hasn’t been any money. 

You have had your military assistance and defense support in places 
like Thailand, in Pakistan, but for instance, take Indonesia. In 
Indonesia it has been primarily technical assistance. In Burma it 
was primarily technical assistance. In Vietnam, until the military 
problems came up, it was primarily technical assistance, so we don’t 
have many tests of real economic material assistance in these under- 
developed countries. 

Senator GreeN. Don’t you regard technical assistance as one of 
the most important ? 

Mr. Narwan. Very important. 

Senator Green. The most important ! 

Mr. NarHan. Well, without technical assistance money and goods 
won't mean much. I think the two ought to go together. 

Senator Green. I am trying to find out what your real cause of 
complaint is in these countries that you have enumerated. You 
complained because there has not been enough appropriated. 

Mr. Narnan. That is right. 

Senator Green. But were you also complaining about the way it 
has been administered or distributed ? 

Mr. Naruan. No; I think up to now, Senator Green, most of what 
we have done is to provide them technical assistance, and I think it 
has been handled pretty well. 

Senator Green. That is what I wanted to straighten out. 

The Cuarrman. Thank you very much. Any further questions? 
Thank you very much, Mr. Nathan. 

The American Farm Bureau Federation, Mr. Lynn. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Mr. Chairman, in the interest of time I would like to 
file the statement for the record and brief it, if I may. 
(The statement submitted by Mr. Lynn is as follows:) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION REGARDING THE FOREIGN 
Alp PROGRAM, BY JOHN C, LYNN, LEGISLATIVE DIRECTOR 


The American Farm Burean Federation appreciates this opportunity to discuss 
vith the Committee on Foreign Relations several aspects of the 
program. 

Farm Bureau is a farm-family organization, financed by membership dues on 
a voluntary basis without a “checkoff.” It is an independent, nongovermental 
organization of farmers, by farmers, and for farmers. It was organized to 
provide a means whereby farmers can work together and speak with a united 
pe ica on the problems which affect them, either as farmers or citizens. At the 
‘lose of our last fiscal year, November 30, 1954, we had 1,609,461 paid-up member- 
families in 48 States and Puerto Rico. 

The President in his message of April 20, 1955 (Congressional Record, p. 4085), 
recommended for foreign aid for fiscal 1956 as follows. 


foreign-aid 
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Budget for mutual security 
956 BUDGET 


Economic programs $712, 500, 000 
Technical assistance (172, 000, 000) 


Special programs (175, 500, 000) 


Development assistance oz . (165, 000, 000) 
Special President fund (Asia) -—_- (200, 000, 000) 
Worldwide contingency fund 100, 000, 000 
Defense support eel sue 1, 000, 300, 000 
Military assistance and direct forces support Case 1, 717, 200, 000 
Total 





UNEXPENDED BALANCES, END OF FISCAL 1955 


Military aid ‘ Sa Tae _.__.. §, 800, 000, 000 
Direct forces support : 1, 100, 000, 000 
Other programs 1, 000, 000, 000 


Total Bi a take _ 7,900, 000, 000 


We are not able to judge the exact dollars needed for each of the items in the 
foreign-aid budget ; however, we are impressed with the magnitude of the program 
being proposed for fiscal 1956 and the size of the unexpended balances, and believe 
in many instances the dollar authorizations can be reduced without impairing 
our mutual security. 

When we consider the fact that during the past 10 years foreign grants and 
credits have amounted to about $49 billion, of which about S38 billion have 
been in the form of gifts or grants without obligation for repayment, we should 
analyze these programs to make sure that maximum good is being accomplished 
for the dollars and material being expended. 


SUDGET REQUIREMENTS SHOULD BE CLEARLY STATED 


We believe that United States aid for mutual security should be divided into 
three separate and distinct programs—military aid, economic aid, and technical 
assistance—each with its own appropriation. This will make it possible to 
expand or diminish any one of these programs without disrupting the others. 

For example, it has been especially difficult for us to distinguish between 
economic aid and technical-assistance.: We believe that these programs should 
be specifically separated out as far as the budget is concerned so that each 
program could be analyzed from a budgetary point of view. When we have 
made suggestions that one or more of these programs could be curtailed, the 
administrative agencies of Government usually attempt to show how each of 
the programs is interrelated in such a manner that makes it very difficult to 
reduce one without affecting another. 

Under the proposed program the President would have a fund of some $300 
million. With the fluid situation existing in the world today we recognize the 
need for funds to meet emergency problems; however, in our best judgment, 
this amount is excessive. 

\ contributing factor to our inability to greatly expand the sale of agricultural 
commodities under title I of Public Law 480 is the vast amounts of dollars 
available for gifts and grants. We believe this type of program should have 
less emphasis in the current situation, and instead, use Reciprocal Trade Agree- 
ments, foreign private investments, and the provisions of the Agricultural Trade 
Development Act (Public Law 480). 


SUBSTITUTE TRADE FOR AID 


The American Farm Bureau Federation believes that aid in the form of 
monetary grants should be discontinued. Quoted below is our 1955 resolution 
dealing with economic aid. 

“We believe that economic aid on a grant basis seldom accomplishes its in- 
tended purpose, but instead tends to weaken our economy as well as that of the 
recipient, and often diminishes United States prestige abroad. Except in dis- 
aster, we recommend that monetary grants be replaced by loans which assure 
the opportunity to repay the United States in goods or services. These loans 
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uld be made through banking institutions on a sound basis with provisions 
to repay in goods which complement our economy, or in goods or services 
which would otherwise require United States dollar appropriations.” 

As stated before we have spent tremendous sums since the end of World War II 
in the form of grants, primarily monetary grants. No doubt a great deal of good 
has come from these programs, however, we believe that more lasting good 
would have been done if greater emphasis had been placed on the expansion of 
mutually profitable trade and more development of natural resources in the 
inderdeveloped areas. Most countries would prefer to have aid in the form of 
oans, repayable to the United States over long periods of time, either in dollars 


strategic materials 
PROGRAM SHOULD BE DIRECTED TOWARD COUNTRIES’ REAL NEEDS 


rhe nations with whom it is important for the United States to join in mutual 
security efforts fall roughly into two groups. 


1) The highly industrialized nations like Japan and the countries of Western 
Europe. Taken together, these nations need to import about one-third of their 
food, all of their cotton, and most of their raw materials Che import require 


ments are increasing because of population growth, rising standards of living, 
and exhaustion of their own raw materials. They must export not only to pay 
for these imports but to maintain employment. If they are unable to buy these 
agricultural products and industrial raw materials in the free world and pay 
for them with their exports, they will be forced to orient their economies in- 
creasingky to Communist-dominated countries. 

(2) Countries which are less developed, less industrialized but populous, such 
as Asia, Africa, and South America. Many of these countries are rich in basie 
resources, industrial raw materials and agricultural products which are needed 
to complement the economies of the more industrialized nations, including the 
United States. The populations are underfed, underclothed, and generally in 
need of the food, fiber, and the industrial products available for export from 
ther countries, 

It seems to us that our national security can be served by the United States 

ing with both groups of nations to support both national security and 

onomic development on the one hand, and to deny these same resources to 

riendly powers on the other. Expanding the flow of goods and capital among 

of these nations is a national security “must” to reinforce the immense 

tary expenditures. In the long run, expanding the flow of goods and capital 

among nations may be more important to our security effort than military 
expenditures 

In the formulation of national policies our security interests, the preservation 
of our freedom and the prosperity of the Nation as a whole must be given major 
consideration, Our national security can best be maintained with an increasing 
number of allies, each with increasing strength. An expanding and mutually 
profitable trade among nations promotes national security by creating healthy 
economic bonds of self-interest among nations. 

More emphasis should be given to this type of program and less on direct United 
States dollar aid appropriations. 


FOREIGN MILITARY AID 


Foreign military aid should assist our allies to build up their own defense 
resources rather than to supply military goods produeed in the United States. 
' 


oe 


The dispersion of the vast expenditures for defense among cooperating nations 
will not only provide purchasing power in the hands of other nations but will 
also avoid undue concentration of defense production in the United States, which 
tends to unbalance our own economy and encourage allies to let us carry an 
: inereasing- burden for the common defense. 

i The proposed amounts for defense support and direet military assistance when 
% considered in light of the estimated unexpended balances seem excessive; how- 
ever, we have no yardstick for measuring these expenditures. We would hope 
that the Congress, after careful examination, may find it possible to reduce these 
funds without endangering our security. 


Pe 3 


UNITED STATES NEED FOR CRITICAL MATERIAI 


High United States standards of living and military security both require 
increasing quantities of basic materials such es manganese and chromium. The 
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United States is increasingly dependent on imports for these critical supplies. 
Many of the underdeveloped countries have vast reserves of these materiais, 
\s a part of our mutual security program we should enter into long-term agree- 
ments to purchase basic materials to greatly expand our national security re- 
serves and the economies of the free nations. These United States security 
stockpiles should be isolated from normal domestic requirements and used only 
in case of a national emergency. 

Such a program would not only contribute to the economic and political stabil- 
ity and purchasing power of friendly countries, but it would also further the 
security and economic welfare of the United States and contribute to expanding 
trade. 

The appetite of the United States economy for raw materials has prospects for 
a phenomenal growth. The accompanying charts (attachments Nos. 1 and 2) 
illustrate the prospective sources and market for some of these domestic raw 
materials. We believe this prospective market, plus an intelligent stockpiling 
policy within the safeguards contained in H. R. 1 and Public Law 480, will 
protect domestic producers of these raw materials. 


OPPORTUNITIES FOR TRADING IN CRITICAL MATERIALS 


There are great opportunities for trading with our friends for critical mate- 
rials as illustrated by attachment No. 3. Many of these countries no doubt are 
scheduled to receive large grants of aid during the coming year under the legisla- 
tion now being considered by the Congress. Much of this dollar expenditure could 
be saved and at the same time build up their economy and ours by trading surplus 
agricultural commodities for these materials. 

To protect our economy as a whole, we believe it is wise to encourage through 
the foreign economic aid program the importation of supplemental supplies of 
critical materials within careful procedures to protect domestic producers. It 
would be unwise to pursue a long-time national policy which in 25, 50, or 100 
years would exhaust or impair our supplies of industrial raw materials. We 
should assure them through imports. 


BUILDING SOUND ECONOMIES ABROAD 


In our foreign economic aid program up to date, major emphasis has been 
given to increasing agricultural production. This may have been a sound ap- 
proach in some instances, however, we believe that greater emphasis should now 
be given to the development of resources and industries that will more rapidly 
raise the income and standards of living of the people involved. In many of 
the so-called underdeveloped areas, particularly in the Far East, it is estimated 
that about 85 percent of the population are in agriculture. Certainly, these peo- 
ple need more food; however, one of the problems facing many countries is the 
underemployment in agriculture. In some cases it is estimated that the gross 
per capita income for the people in agriculture is less than $36 annually, while 
in nonagricultural pursuits it is slightly less than $100 annually. Certainly, 
if we are to promote the economic development of many of these countries, it will 
be necessary to develop industries that will help to relieve the population pressure 
on the land and develop fuller employment, leading to a higher standard of 
living. 

UNITED STATES AGRICULTURE NEEDS MARKETS 


We have a greatly overexpanded agricultural production plant in the United 
States. We have very large stocks of food and fiber, surplus to our needs. 
Of the $10 billion borrowing authority of CCC almost $8 billion will soon be com- 
mitted. It may be necessary to increase the Corporation’s borrowing authority 
to $11% billion. The storage charges and waste are very great and every effort 
should be made to utilize these stocks of agricultural commodities in our foreign 
aid and mutual security programs. We know that many of the countries who 
seek dollar aid need food, but the progress being made in selling commodities 
to many of these countries is not encouraging. India might be used as an 
example. According to our best information she needs rice. We are spending 
large sums to help India increase her rice production. We have some 240,000 
tons of rice available for export under liberal terms, however, India expresses 
no interest in buying from the United States. We simply raise the question as 


to whether United States economic aid and technical assistance is being used 
wisely in this case. 
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UNITED STATES TECHNICAL ASSISTANCE 


As stated before, we favor the technical assistance program, however, we 


believe that the amount of money used in this program has been excessive and 


hat in some instances it has been used as another form of economic monetary 
id. This program should be designed to offer underdeveloped friendly nations 


technical training and demonstrational services and should not be another 
program for the extension of economic or monetary grant aid. 


Quoted below is our 1955 policy dealing with technical assistance 
“We favor the continuation and improvement of the technical assistance pro- 
cram as an important part of our foreign policy. This program should be 


designed to offer friendly nations technical training and demonstrational services 


It should not be another program for the extension of economic grant aid. 

“Technical assistance should be offered to underdeveloped countries to help 
them increase their production and purchasing power and thereby become par- 
ticipants in an expanding free world economy. 

“Greater emphasis should be given to the development of resources and indus- 
tries, particularly those which complement the economies of other nations, 
nstead of giving primary emphasis to agricultural development.” 

We should take a new look at the United States foreign economic policy 
(he technical assistance program, which is a part of this policy, should be 
designed and oriented to take into consideration the real needs of the countries 
ind their relationship to other countries. 

This committee is directly concerned with the level of appropriations for the 
technical assistance program. We believe that if the technical assistance 
program is designed to be one of knowhow and showhow and not one for further 
expansion of economic grant aid, that the dollar appropriation for the United 
States technical assistance program could be reduced. There is ample oppor 
unity under the Agricultural Trade Development Act (Public Law 480) for 
the United States to have available local currencies for which many of these 
projects can be financed, and we believe, to a much greater advantage, than is 
done in many instances through expenditures of dollars. For example, $172 

illion is indicated for technical assistance for fiscal 1956. We are impressed 
with the vast amounts asked for when compared to some of our own domestic 
programs. 

We would like to point out by way of comparison that the total amount cur- 
rently being spent annually in the United States for all vocational education 
raining (Federal, State, and local) is $145,951,754.10. The total annual Federal, 
State, and local funds being spent for the Agricultural Extension Service in the 
18 States, Alaska, Hawaii, and Puerto Rico, amount to $100,617,112.35. Thus 
the amount being asked for technical assistance is about 70 percent of the 
total of these two United States educational programs, embracing all 48 States 

nd Territories and employing many thousands of highly skilled United States 
echnicians, 


MULTILATERAL TECHNICAL COOPERATION 


We strongly support the principle of technical cooperation through multilateral 
organizations. We have supported appropriations for the United Nations and the 
specialized agencies for this purpose. As we have testified before the subcom- 
mittee of this committee which studied technical assistance programs we 
believe that the Food and Agriculture Organization of the United Nations has 
done an outstanding job in administering its expanded technical assistance 
program 

However, we have also repeatedly expressed our concern—to committees of 
the Congress, to individual Members of the Congress, and to officials of the 
Department of State—over the arrangements that United States representatives 
to U. N. meetings have supported to centralize administration in the United 
Nations organization rather than having decentralized operations At our 
annual meeting the official voting delegates of the member State farm bureaus 
adopted a resolution on this point. I will quote just one part of the resolution : 
“We oppose centralizing the use and administraion of funds for specialized 
ugencies in the United Nations.” 

I would like to explain briefly our reasons for feeling so strongly on this 

int We believe that centralized economic planning and administration js 
asically wrong. The entire Federal structure of our Government is based on 
the principle of placing full responsibility on the individual and on local com 


o”7 


62426—55——_27 





412 MUTUAL SECURITY ACT OF 1955 





munity and State governments and of entrusting to the National Government 
only those functions which cannot be performed by State or local governments 
And in our Federal programs we strive to avoid centralized control because we 
know it can readily lead to dictatorial practices and infringements of the 
rights of individuals. These points are so obvious and so taken for granted 
that we should not need to mention them here. 

Another reason for our strong objection to the centralized administration of 
this work in the United Nations is that we believe these programs should be just 
what their name says—technical. To be successful as technical programs they 
must be governed by technical considerations only. 

Therefore, we do not want to have the control over this multilateral technical ' 
assistance work go to the U. N., as it has gone, because the U. N. is set up to deal 


sate 


With international political questions. We want the control over the multilateral 3 
program in agriculture to be in FAO, which was set up for dealing with inte! : 
national technical agricultural questions. ; 

This, too, is a very basic point. Are these program technical or political 
instrumentalities? We have supported them in the belief that they were tech- ¥ 
nical. We might feel differently about them if we thought they were not. : 

The Food and Agriculture Organization has a regular budget of about $6 million, | 
of which the United States contributes about $1.6 million. The authorization |= 
for FAO is fixed by Congress at $2 million. We believe consideration should be 
given to increasing this authorization and reducing the appropriation for the j 
expanded technical assistance program. | 3 

In recent years the FAO has been carrying on what is commonly referred to . 
as the expanded technical assistance program. The United States contribution | 
to this expanded program is about $16 million annually. This represents about | 
56 percent of the total program. ie 

We recommend, therefore, that in authorizing an appropriation for the multi- \ 


lateral technical assistance program, that Congress make clear its opposition ¢ 
to centralized control in the U. N. of this program and express disapproval to 
a central U. N. fund for technical assistance and instead appropriate funds 
directly to the specialized agencies. 


PRIVATE ORGANIZATIONS’ PLACE IN TCA PROGRAM 


The American Farm Bureau Federation has been active in the technical 
assistance program in recent years. During the last 5 years we have sponsored 
some 500 young farmers for on-the-farm training in the United States for periods 
ranging from 6 months to a year, whereby they have received technical training 
in American agriculture. We also sponsor many individually and specialized 
adult groups to study agriculture and cooperative marketing. 

The Farm Bureau has a formalized agreement with the Foreign Operations 
Administration whereby we provide administrative supervision and work experi- 
ence for G00 young farmers between the ages of 20 and 26 over the next 2-year 
period. Some 36 countries have indicated an interest in this program. We 
have placed on farms in some 25 States 165 of these young farmers who will 
live with farm families and gain experience, not only in American agricultural 
techniques, but in the American way of life. These young men live in the homes 
of the farm operators and are encouraged to participate in all of the community 
activities. We plan a followup program for 2 years after these young men 
return to their respective countries in order to be of maximum assistance to 
them in putting into practice some of the things they have learned while in 
America. 

This program is being operated at a very nominal cost to the Foreign Opera- 
tions Administration and we believe offers a great opportunity for American farm 
families to make a lasting contribution in technical assistance and .good will 
among nations. 

The following countries are participating this year: Austria, Belgium, Brazil, 
British Guiana, Chile, Colombia, Costa Rica, Denmark, France, Germany, Guate- 
mala, Iran, Mexico, Netherlands, Nicaragua, Norway, Panama, Peru, South 
Africa, Southern Rhodesia, Taiwan, Thailand, Turkey, United Kingdom, Uruguay. 

Last year Farm Bureau sponsored a 30-day visit of young people to Europe. 
In January 1955 a group of Farm Bureau leaders visited New Zealand and 
Australia to study for 6 weeks the agriculture in these countries, making short 
visits to other countries in this area. 

For 3 years we have sponsored a 30-day visit for some 40 Australian farmers 
to the United States. They visit several States and live with a farm family. i 
Another group arrived in the United States in April of this year. 
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We believe all these programs are worthwhile and contribute greatly to better 
inderstanding between nations. We believe nongovernmental organizations 
can do a great deal in the technical assistance field and we shall continue to 
neourage this activity in Farm Bureau. We hope the administrative agencies 
of Government will encourage more nongovernmental organizations to participate 

this type of activity. 

We have discussed only a few of the more important aspects of the foreign 


aid program. We fully recognize the need for a mutual security program and 
ir recommendations have been made in an effort to assist the Congress in 


giving new direction to a program designed to meet the needs for our security 
and that of a free world on a long and continuing basis. 


1) Essential commodities for which the United States is co tely dependent 


on foreign countries and areas from which supplies can be obtained 


Abaca: Philippines. 
Asbestos: Canada, Southern Rhodesia, Union of South Africa 


Castor beans: India, Brazil, Argentine. Haiti, Indonesia, Madagascar, Mozam 
bique, Angola. 

Chromite: Turkey (metallurgical), Philippines (refractory), Union of South 
Africa (chemical), Cuba (refractory), Southern Rhodesia (refractory) Also 


Greece, Cyprus, and Brazil. 

Copra: Indonesia, Philippines, Malaya, Ceylon, India, French West Africa, Brit 
ish West Indies, Honduras, Panama, Colombia. 

Cork: Portugal, Spain, Algeria, Morocco, possibly Brazil 

Cryolite: Greenland. 

Graphite: Madagascar (flake), Mexico (amorphous) 

Henequen: Mexico 

Industrial diamonds: Brazil, Gold Coast, Sierra Leone, Belgian Congo, Venezu 
lute: India. 

Kapok: Indonesia, French Indochina, British India, Brazil, Ecuador, Pen 
Dominican Republic, Costa Rica. 

ac: India, Ceylon, Indonesia, Indochina, Thailand 


Nickel: Canada, New Caledonia, Finland, Norway, Cuba, Venezuela 
Opium: Turkey, Yugoslavia. 

Palm oil: Belgian Congo, Nigeria, French West Africa, Indonesia 

Piatinuin and associated minerals : Colombia, Canada, United Kingdom, Sw 


land, Union of South Africa. 
Quartz crystals (radio grade) : Brazil, Norway, France, India 
Quebracho: Argentina, Paraguay, Colombia. 
Rubber: British Malaya, Indonesia, Brazil, Ceylon, Sarawak, Mexico 
Sisal: Java, British East Africa, Haiti 
leak logs: Burma, Thailand, Java. 


lin bars, blocks, pigs, ete.: Belgium-Luxembourg, Belgian Congo, Malaya, Thai 
ind, Netherlands, United Kingdom. 
Tin concentrates: Bolivia, Indonesia, Thailand, Belgian Congo, Nigeria. 


2) Hssential commodities for which our domestic resources are being rapidly 

depleted and for which the United States has already become or is rapidly be- 
oming dependent largely on foreign sources of supply 

Antimony : Mexico, Bolivia, Peru, Chile, Yugoslavia. 

bauxite: Surinam, British Guiana, Indonesia. 

Cadmium: Mexico, Canada, Belgium-Luxembourg, Japan, Australia. 

Cobalt: Belgian Congo, Belgium, Canada, French Morocco, Rhodesia. 

Copper: Chile, Sanada, Cyprus, Union of South Africa, Mexico, Cuba, Peru, 
Philippines, Yugoslavia, northern Rhodesia, Turkey. 

Fluorspar: Mexico, Newfoundland, Spain, Italy, France. 

Lead: Mexico, Canada, Peru, Yugoslavia, Australia, Bolivia, Spain, Tanganyika. 

Manganese: India, Gold Coast, Union of South Africa, Brazil, Cuba. 

Mercury: Italy, Spain, Yugoslavia, Mexico, Japan, Canada. 

Mica: India (splittings), Brazil (block). 

Silver: Mexico, Canada, Bolivia, Peru, Chile, Honduras. 

Titanium: Australia, India, Canada and Brazil. Possible additional sources are 
Norway, Senegal, Malaya, and French Cameroon. 

Tungsten: Bolivia, Argentina, Thailand, Brazil, Spain, Portugal, Australia, Bel- 

cian Congo, Burma, Mexico, Peru, Chile. 
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Cranium ores: Canada, Belgian Congo, Australia, Union of South Africa, Mexico, 
Portugal, Brazil, India. 

Vanadium: Peru, south West Africa, northern Rhodesia. 

Zinc: Mexico, Canada, Peru, Union of South Africa, Australia, Spain, Bolivia, 
Colombia, Costa Rica, Cuba, El Salvador, Honduras. 


Other strategic and critical raw materials which CCC might be able 


to 
obtain through barter 

Agar « Columbite Jewel bearings 
Beryl Corundum Pyrethrum 
Bismuth Emetine Sperm oil 
Cadmium Hides and skins Tale 
Celestite Hyoscine Zirconium 

Mr. Lynn. My name is John C. Lynn, legislative director of the 


American Farm Bureau Federation. 

We are impressed with the amounts of money asked for in fiscal 
year 1956; namely, $3.5 billion, when it is considered in the light of the 
so-called unexpended balances at the end of fiscal 1955. 

re a it extremely difficult, as lay people, to analyze the budget 
for the Foreign Operations Administration and foreign aid program. 
We are not able to judge the exact dollars needed for each of these 
varying programs but, as I said before, we are impressed with the 
magnitude of the program. 

Historically we have supported the Marshall plan, ECA, mutual- 
security program, and we still support this program. However, we 
helieve that it should have a great deal of redirection. 

We disagree with the methods used by the administrative agencies 
of Government which do not clearly show what the programs are 
and how much money is requested for each. 

If I might use an example, the technical assistance program, of 
which $172 million is requested for this next fiscal year, is not, in my 
opinion, technical assistance as we define technical assistance, and as 
technical assistance is defined in the presentation of the Foreign 
Operations Administration; namely, know-how and show-how. 

The reason T am convinced that this aid is not all of a technical 
assistance nature is simply this: In the United States the total expen- 
diture for all vocational education, all agricultural extension service, 
amounts to slightly over $245 million annually. 

Thus the administration is requesting an appropriation for foreign 
technical assistance which is 70 percent of the total funds being spent 
in the United States for all of these educational programs that we 
call our technical assistance program here. 

I feel quite certain that the technical assistance program, being a 
very popular program, is being used as a vehicle to get more economic 
aid, and we are opposed to that. 

We are not in position to suggest to you an exact figure that should 
be appropriated for technical assistance, but we are asking that this 
he looked into to make sure that this is technical assistance as we 
define it: namely, know-how and show-how. 

We raise a question with regard to the $300 million in this bill ear- 
marked for the President’s use. We recognize full well that there is 
a need, with the fluid international situation, to have funds available 
to meet. any emergency or contingeney. However, we do think that 
this $800 million is a little excessive. 
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We have supported in the past a $100 million authorization so that 
the President would have money available for programs to meet these 
emergencies. 


RESOLUTION ON ECONOMIC AID 


I would like to read now, if I may, our resolution dealing with eco- 
nomic aid. This is the 1955 resolution: 

We believe that economic aid on a grant basis seldom accomplishes its intended 
purpose but instead tends to weaken our economy as well as that of the recip- 
ient, and often diminishes United States prestige abroad. Except in disaster, 
we recommend that monetary grant be replaced by loans which assure the oppor- 
tunity to repay the United States in goods and services. These loans should be 
made through banking institutions on a sound basis with provisions to repay 
in goods which complement our economy, or in goods or services which would 
otherwise require United States dollar appropriation. 

We should consider, Mr. Chairman, that since the end of World 

War IT we have spent some $49 billion around the world. I am sure 
that it has meant a great deal to the peace and stability of the world, 
but some $38 billion of that has been in the form of grants. There- 
fore. we believe that in the current situation, recognizing full well 
that new emphasis shall be given to the Far Eastern situation, that 
perhaps new direction is called for. 


MILITARY AID 


One comment with regard to foreign military aid, and if I might 
| would just read the statement we have on that. 

Foreign military aid should assist our allies to build up their own 
defense resources rather than to supply military goods produced in 
the United States. 

The dispersion of the vast expenditure for defense among coop- 
erating nations will not only provide purchasing power in the hands 
of other nations, but it will also avoid undue concentrations of de- 
fense production in the United States which tends to unbalance our 
own economy and encourage allies to let us carry an increasing burden 
for the common defense. 

And we state further, sir, we are not in a position to apply any 
yardstick to the military part of this budget. However, we do hope 
that the Congress will give it careful examination. It may be that 
you will find that it is possible to reduce some of these funds without 
endangering our security. 

We would like to stress another point, Mr. Chairman. I know 
that you have had a lot of material presented to your committee with 
regard to this subject, but we would just like to reiterate it a little bit. 


SUPPLY OF STRATEGIC MATERIALS 


‘ We have a great need for strategic materials in this countr y. When 
2 we look at the supply and the projected demand for some of these 


most strategic and critical materials in the United States, we become 
frightened because of the fact that supply of many of these critical 
materials is wholly dependent on imports. 

We are not up here to plead a special case for agriculture. How- 
ever, we do have in the till of the Federal Government in the 
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Commodity Credit Corporation some $8 billion worth of surplus 
“ tecth ultural commodities. We don’t know how much the value of th« 
:aterials is in the stockpile, but we have reason to believe that it 

s perhaps Lean than $5 billion. 

It seems strange that we haven't been able to work out some kind 
of program whereby we could increase the production of these stra 
tegic materials in the foreign countries, particularly the underde 
veloped countries, and exchange for those strategic materials the very 
badly needed food supplies that we have. 

It seems very logical to us that certainly this situation with regard 
to food and strategic materials stockpiled should be reversed. E ight, 
te ns or even fifteen billion dollars wath of these strategic materials 
could be stoe kpiled in a field with only a fence around them, instead of 
expending $700,000 a day to store surplus agricultural commodities 
that are needed throughout the world. 

Let me hasten to add that we are not advocating a program of 
giving these commodities away. We believe that if greater emphasis 
would be put by this administration on Public Law 480, the Agri- 
cultural Trade bier sa and Assistance Act, and especially to 
section 303 of that act, about $1,250 million annually of these strategic 

iaterials could be aoa for which we could exchange, perhaps, 
an equal amount of very badly needed foodstuffs in these countries. 
What we are advocating is simply barter, and we see no harm in 
barter. 


MULTILATERAL TECHNICAL ASSISTANCE 


I would like to comment just briefly with regard to the multilateral 
technical assistance program. 

We have seen over the past 2 years, and we have testified befor 
Senator Mansfield’s subcommittee dealing with this subject, concern 
ing the great danger developing with regard to the centralization 
of authority in the I mrs Nations Secretariat with relation to the 
specialized agencies of U. N., for example, the Food and Agricultura] 
Organization. We are not for such centralization, and there are 
several reasons why we are not for it 

In the first place, the United Nations primarily deals with political 
matters. We have always supported the technical-assistance pro- 
eram in the United Nations on the basis that it was a technical 
program and not one where political considerations would come into 
play with regard to the distribution of the funds that might be appro 
priated by the United States and other governments for this program. 

Therefore, we recommend, Mr. Chairman, that this committee give 
eee to increasing the authorization for the regular budget 

f FAQ, which is now set at a ceiling of $2 million, and at the same 
time gradually reduce the money being appropriated by the United 
States for the expanded technical assistance program. At the same 
time, it could be made quite clear to the administrative agencies of 
Government that it is the Congress’ view that this program should 
not be centralized in the United Nations but should be administered, 
as it has been administered up to the present time. 

We would recommend that any authorization that you make for this 
multilateral technical assistance program be with the clear under- 
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ding that this program would not be centralized as is being done 
the prese nt time. 
We understand that $24 million has been asked for over an 18-month 
eriod. We understand the necessity for the United States delegate 
have some authority to commit the United States with regard to 
| ted States contributions to U.N. programs 5 however, we will not 
pport the appropriation unless it Is made clear that the technical 
stance program 1S not to continue to be centralized in the U. N. 


CARGO-PREFERENCE FEATURI 


| would just like to make one other statement mn conclusion, Mr. 
Chairman. In this bill is continued the so-called « irgo-pre ference 
feature. I would like to make it perfectly clear tha: at the American 
Farm Bureau Federation is for a strong United States merchant 
marine. We are for paying whatever subsidies that are needed in 
rder to keep the merchant marine strong. 

But we are not for a program that discriminates against agricultural 
exports. This 50-percent shipping provision that is now in this bill 
should be taken out, as it applies to sales of agricultural products 
for foreign currency. Instead, we will support whatever Federal 
appropriation that is needed as a direct subsidy to the United States 
merchant marine. 

To give you an example of what I mean, current estimates indicate 

hat we are put toa disadvantage of about $7 a ton on the exports of 

eat because of the cargo-preference provision. We don’t believe 
that this is right, and we would like to see consideration given to 
hanging it. 

Mr. Chairman, finally, we have explained to you in our formal state- 
ment the steps that we are taking in cooperation with FOA in the 
technical-assistance field whereby we are bringing to this country over 
the next 2 years 600 young farmer trainees to work and live on farms 
n the United States, and I say to you that we are doing this program 
at a cost to FOA of $400 per trainee per year. Our direct expendi- 
ture in connection with this program is about equal to that of the 
FOA. 

[ simply make that point in order to contrast such programs with 
Government-sponsored programs. Our best information indicates 
that in some cases it is costing as much as $4,000 to $5,000 per year per 
individual we are bringing over under Government-sponsored 
programs. 

I believe that the administrative agencies of Government under the 
direction of Congress should encourage the participation of private 
organizations such as ours and many hundreds of others who are 
willing to cooperate in this program. If greater opportunity to co- 
operate were given to such organizations, oreat deals of money could 
be saved, and I think more “good would be accomplished than at 
present. 

Thank you very much. 

The Cuarrman. Thank you very much, Mr. Lynn. 

The Citizens Committee for UNICEF, Mrs. Virginia M. Gray. 
Will you have a seat, please. 
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STATEMENT OF VIRGINIA M. GRAY, EXECUTIVE SECRETARY, 
CITIZENS COMMITTEE FOR UNICEF 


Mrs. Gray. Thank you, Senator George. I should like to file the 
statement in its entirety and just highlight a few points, if I may. 

The CuHamrMan. We will be very ol: id to have you do so. 

(The prepared statement submitted by Mrs. Gray is as follows:) 


STATEMENT OF MRS. VIRGINIA M. GRAY, EXECUTIVE SECRETARY, CITIZENS CoM 
MITTEE FOR UNICEF on BEHALF OF THE AUTHORIZATION FOR THE UNITED NATIONS 
CHILDREN’S FUND 


[ am Virginia M. Gray, executive secretary of the Citizens Committee for 
UNICEF. The Citizens Committee for UNICEF is an informal clearinghouse of 
legislative information for a number of national organizations which support 
continued United States participation in the United Nations Children’s Fund 
(UNICEF). Some of these organizations appear before you separately to 
present their views. Others, such as the following, have authorized this joint 
statement: 

American Parents Committee 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church, Women’s Division of Christian Service of the Board 
of Missions and Church Extension 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

United Church Women 

Women’s International League for Peace and Freedom 


Members of these organizations have followed the work of UNICEF since it 
was established in 1946. All of these organizations have shown their approval 
of the program and its administration by voting to support continuing contribu 
tions to UNICEF. Indeed, citizen support for the work of UNICEF is stronger 
now than at any time before. More people know about its work now than ever 
hefore, and the numbers are growing daily as the fine film Assignment: Children 
featuring Danny Kaye, takes the UNICEF story into theaters throughout the 
land. Already shown in over 180 cities, the film’s vivid dramatization of the 
work in selected areas of Asia has been given a most enthusiastic reception and, 
so far as I know, unanimous approval. Paramount’s generous contribution to 
the cause of UNICEF in producing the film adds the voice of approval of an 
important American industry to those of the groups such as I represent today. 

I am appearing before you to renew our plea for your continued support of 
this work in the year ahead. Your committee has been very kind to UNICEF 
in the past and we have confidence in your continued goodwill. First of all, 
I should like to commend the executive branch’s strong support of the UNICEF 
program and the general objectives of their proposed request for fiscal 1956. We 
believe, however, that the request which was made is too modest; they have not 
set their sights high enough. We should like to see the United States contri- 
bution to the work of UNICEF set at the rate of $12 million for the fiscal year 
1956, a contribution at the rate of a million a month. With the restrictions 
mposed on the United States contribution by the matching formula established 
last year, such a sum authorized and appropriated this year will be additional 
evidence of United States confidence in the value of this work and of our aware- 
ness of the increasing strides being made by other contributing governments in 
raising an even larger share through the stimulus offered by the United States. 
To show the extent of the growth of gifts from other governments we have the 
fact that their contributions in 1954 increased 19.3 per cent over 1958. Estimates 
for 1955 indicate the increase over 1953 will be 52.7 percent. A United States 
contribution of $12 million would stimulate a continued growth of this kind. 

We urge a United States contribution of $12 million for the following reasons: 


1. The needs of the world’s children are so great 


About 600 million children live in areas where inadequate health and nutrition 
standards threaten to deprive them of an opportunity to develop into normal, 
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— 


althy, self-supporting adults. Projects approved by 1 NICEF for 1955 will 
rine food, medical care, and other aid to over 382 million. Crhese figures are im 
pressive, of course, but they represent only a small proportion of the critica 
ds of so many children. 


Important and urge nily needed projects are still to be done 


\ number of projects have won tentative executive board approval and aw 

vy the necessary funds to translate them into reality. Work on the treatment 

eprosy in French Equatorial Africa and Gambia and Thailand, on yaws in the 
‘old Coast and Nigeria among others, on trachoma control in Morocco and Indo 
nesia. on tuberculosis through administering BCG shots to children in Cambodia, 


Ceylon, and Vietnam ; these are the dramatic attacks on ancient diseases that 
have no place anyw here in the 20th century. 

Equally important are nutrition programs that reach especially the children 
from 1 to 6 who have been found to be the most seriously affected group in the 
population of many areas. It is at these ages when children’s rapidly growing 


bodies have the greatest need for an adequate diet and it is at this time that the 
k of such nutrition has its most serious effects for their whole life 
Perhaps the sense of urgency is greatest of all in regard to a malaria eradica- 


on program in the Americas. Mexico, with two-thirds of t inprotected popu 
lation in the Western Hemisphere, has requested help in such a program. Public 
health e sports Shed aestartowes ists are becoming increasingly alarmed by evidence 
that the anopheles mosquito which transmits the disease is developing a re 


stance to the commonly used DDT sprays. Therefore the distinct possibility 
arises that the benefits of local spraying operations of the past may be lost ir 
the long run unless the problem is attacked as a major extermination effort. A 
contribution of $12 million for the coming fiscal year could bring the beginning 
of this large-scale undertaking within the range of financial possibility within 
the coming year. 


UNICEF is a voluntary, cooperative program of S€ lf-he lp 

UNICEF operates under certain well-established rules. Each country des 
ing assitance must first request aid and must be able to give satisfactory evidence 
hat it will be able to develop and continue the program on its own initiative after 
the UNICEF part of the work has been terminated. In addition, each assisted 
country must agree in advance to contribute in goods or services an amount equal 
to the UNICEF contribution. Projects begun on such sound foundations have 
every promise of fulfilling their objectives. 
}. UNICEF supplements the aims of United States foreign aid in general 

The Children’s Fund concentrates on assistance to the same areas where United 
States foreign aid is recommended to go: “the arc of free Asia,” the Middle Bast, 
\frica and Latin America. Being the only program devoted solely to children 
UNICEF's work supplements the broad objectives of United States assistance. 
). UNICEF is an investment that attracts much supporting capital 

Because UNICEF operates along the sound business lines mentioned above, the 
United States contribution to UNICEF is the only investment our Government 
an make that attracts so much supporting capital. With the matching require 
ments of the United States contribution to the central fund plus the UNICEF 
requirement that assisted countries contribute an equal amount, we find that 
each United States dollar given calls forth $2.56 in additional funds. This ratio 
represents an increase over previous matching because assisted countries ha) 
been contributing in the past year on the average of $1.90 for each UNICEF 
dollar. If other governments can be induced to give 66.7 cents for every ons 
of our dollars in this phase of the mutual-security program, it is certainly good 
business to develop along these lines. 
6. Support of t VICEF makes frie nds for the United States 

The United States took a leading role in establishing UNICEF. The Soviet 
countries, in contrast, now contribute nothing at all. Countries receiving assist 
ance are aware of the important part the United States has played in this pro 
gram in a way that no amount of hostile propaganda can eee: A parent 
who sees his child cured dramatically of the devastating tropical ulcers called 
vaws is more impressed and grateful than any amount of extravagant talk could 
achieve. 

Friendship for the United States is strengthened even further by the fact 
that cooperation with these countries needing help is on a partnership basis in 
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ch many partners share. In working through UNICEF the United States is 
playing a condescending role of benevolence so humiliating to any self- 
respecting recipient. Instead, by working through UNICEF, the United States 
removes the possibility of criticism for any self-seeking ends. UNICEF itself is 
rmitted to take credit for the accomplishments. 

1 contribution of $12 million is in line with our economic resources 

lwo important relationships are often overlooked in discussions of the United 
States role in UNICEF. The first is that, while the United States contribution 
to the central fund of UNICEF was limited last year to 60 percent of the total 
given by all governments, this does not mean that the United States carries the 
| urde n of over half of the aid given. A more realistic figure is that the United 
States contribution is under 18 percent of total aid made possible through 
U NIC EF when all funds, including local contributions of the assisted country, 

re counted. Such a percentage is certainly not out of line with our resources. 

A second type of comparison relates per capita contributions. On the basis 
af our request for $12 million, the per capita share would be 7.3 cents. Last 
year the United States gave 5.2 cents per capita and, contrary to opinions held 

1 some quarters, did not rank first at all. New Zealand gave 10.3 cents per 
capita ; Australia, 5.1; Iceland, 4.1, and Thailand, 2.1. Other contries ran some- 
what less, but if an attempt is made to compare the contributions on the basis 
of per capita income, the relative size of gifts from other governments takes on 
nuch greater significance. 

In conclusion, may we urge you, the members of this committee who share with 

of us a firm belief in the tremendous value of UNICEF's work, to reassert 
ie leadership of the United States Government and the American people in this 
reat humanitarian undertaking by endorsing the recommendation for a contribu- 

tion of $12 million for UNICEF for the next fiscal year 

Mrs. Gray. Lam Virginia M. Gray, executive secretary of the Citi 
ens Committee for UNICEF. The Citizens Committee for UNICEF 

an informal clearinghouse of legislative information for a number 
of national organizations which support continued United States par- 
ticip: ition in the United Nations Children’s Fund (UNICEF). Some 
of these organizations appear before you separately to present their 
views. Others, such as the following, have authorized this j joint state- 
ment, and the names of the organizations which I represent are listed 

the statement. 

Members of these organizations have followed the work of UNICEF 
nee it was established in 1946. <All of these organizations have 
hown their approval of the program and _ its administration by vot- 
ng to support continuing contributions to UNICEF. Indeed, citizen 
up port for the work of UNICEF is stronger now than at any time 

hellebe, More people know about its work now than ever be fore, and 
the numbers are growing daily as the fine film, Assignment : Children, 
featuring Danny Kaye, takes the UNICEF story into theaters 
hroughout the land. 

I would like to pause at this point and say that we are very grate- 
ful for the work—I know a number of you saw the film. It was shown 

. Washington premiere a couple of weeks ago. Senator Smith’s 
Wt Senator Green’s participation in the program added a great deal 
to the suecess of that evening. 

Already shown in over 180 cities, the film’s vivid dramatization of 
the work in selected areas of Asia has been given a most enthusiastic 
reception and, so far as I know, unanimous approval. Paramount’s 
generous contribution to the cause of UNICEF in producing the film 
idds the voice of approval of an important American industry to 
hose of the groups such as I represent today. 
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PLEA FOR CONTINUED SUPPORT OF CHILDRI NS FUND 


[ am appearing before you to renew our plea for your continued 
-upport of this work in the year ahead. Your committee has been 
very kind to UNICEF in the past and we have confidence in you 
continued good will. First of all, I should like to commend the execu 
tive branch’s strong support of the UNICEF program and the ge i ul 
objectives of their proposed request for fiscal 1956. We believe, how 
ever, that the request which was made is too modest; they have not 
set their sights high enough. We should like to see the United States 
se 8 to the work of UNICEF set at the rate of $12 million fon 

: fiscal year 1956, a contribution at the rate of a million a month. 

T he needs of the world’s children are so great and there are so many 
important and urgently needed projects still to be done. Work on 
the treatment of leprosy, on yaws, on tuberculosis, or trachoma con 
trol, all of these are dramatic attacks on ancient diseases that have no 
place anywhere in the 20th century. 

Equally important are nutrition programs that reach especially the 
children from 1 to 6 who have been found to be the most seriously af- 
fected group in the population of many areas. It is is at these ages 
when children’s rapidly growing bodies have the greatest need for an 
adequate diet and it is at this time that the lack of such nutrition has 
its most serious effects for their whole life. 

UNICEF, as we all know, is a voluntary cooperative effort and sup 
plements the aims of the United States foreign aid in general. The 
fund concentrates now on assistance to the same areas where the 
United States foreign aid is recommended to go, the are of free Asia, 
the Middle East, Africa, and Latin America 

UNICEF also is an investment that attracts so much supporting 
capital. Because it operates on very sound business lines, the United 
States contribution to UNICEF is the only investment which I know 
that our Government can make that attracts so much supporting 
capital. 

With the matching requirements which the United States contribu- 
tion to the central fund requires, plus the UNICEF requirement that 
assisted countries contribute an equal amount, we find that each United 
States dollar given to the fund calls forth $2.56 in additional funds. 

This ratio represents an increase over previous matching in past 
vears, because assisted countries have been increasing their contribu- 
tions. They have been contributing in the past year on an average 
of $1.90 for each UNICEF dollar that they receive. If other govern- 
ments can be induced to give 66.7 cents for every one of our dollars in 
this phase of the mutual sec urity program, it is certainly good busi 
ness to develop along these lines. Again, the support of UNICEF 
makes friends for the United States. 


ROLE OF UNITED STATES IN UNICEF 


The United States took a leading role in establishing UNICEF. 
The Soviet countries, in contrast, now contribute nothing at all. Coun- 
tries receiving assistance are aware of the important part the United 
States has played in this program in a way that no amount of hostile 
propaganda can destroy. A parent who sees his child cured dramat- 
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ically of the devastating tropical ulcers called yaws is more impressed 
and grateful —. my amount of extravagant talk could achieve. 

Friends} up for the United States is strengthened even further | V 
the fact that cooper: ition with these countries needing help is on a 
partnership basis in which many partners share. In working through 
UNICEF the United States is not playing a condescending role of 
benevolence so humiliating to any self-respecting recipient. Instead, 
by working through UNICEF the United States removes the possi- 
bility of criticism for any self-seeking ends. UNICEF itself is per- 
mitted to take credit for the accomplishments. 

Two important relationships are often overlooked in discussions of 
the United States role in UNICEF. The first is that. while the 
[’nited States contribution to the central fund of UNICEF was lim- 
ted Jast year to 60 percent of the total given by all governments, this 
does not mean that the United States carries the burden of over half 
of the aid given. A more realistic figure is that the United States 
contribution is under 18 percent of total aid made possible through 
UNICEF when all funds, including local contributions of the assisted 
country, are counted. Such a percentage is certainly not out of line 
with our resources. 

A second type of comparison relates per capita contributions. On 
the basis of our request for $12 million, the per capita share would 
be 7.3 cents. Last year the United States gave 5.2 cents per capita, 
and, contr: iry to opinions held in some quarters, did not rank first at 
all. New Zealand gave 10.3 cents per capita; Australia, 5.1; Iceland, 
t.1: and Thailand, 2.1. Other countries ran somewhat less, but if an 
attempt is made to compare the contributions on the basis of per capita 
income, the relative size of gifts from other governments takes on 
much greater significance. 

In conclusion, may we urge you, the members of this committee who 
share with all of us a firm belief in the tremendous value of UNICEF’s 
work, to reassert the leadership of the United States Government and 
the American people in this great humanitarian undertaking by en- 
dorsing the recommendation for a contribution of $12 million for 
UNICEF for the next fiscal year. 

The Cuarreman. Thank you very much, Mrs. Gray, for your con- 
tribution. 

APPROPRIATION FOR UNICEF 


Senator Smiru. Mrs. Gray, I received in my office dated May 17 
one-page statement entitled “United States Appropriation for 
UNICEF for Fiseal 1956.” I didn’t see that statement incorporated 
n your general statement here, but I assume it has the same figures and 
makes the same points, is that correct ? 

Mrs. Gray. Yes, it has just part of it. It outlines the administra- 
tion request, but I certainly didn’t think it was necessary to present it 
to you, the members of the committee, because you received it from the 
ain atratite 

Senator Smrru. I am puzzled as to how the figures that were in 
the proposal that came to the committee, the $14.4 million figure, how 
that got mixed up with the $12 million you are asking for. I thought 
that that figure was prepared in cooperation with the UNICEF 
people 
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IL have talked to Mr. Pate about this, and I am a little confused 

out your presentation of a different figure. 

Mrs. Gray. Well, the $14.5 million figure is a recommendation for 
1s months. 

Senator Smiru. Iam aware of that. 

Mrs. Gray. And we were asking for a contribution of $12 million, 
which would be for only 1Y months or for the United States fiscal year. 

We were puzzled about this too, Senator Smith, because last year 
when the appropriation was under consideration, the request was for 
iS months at that time because there was a backlog from the first half 
of 1954, and an 18-month appropriation was authorized in order to 
get it on to a fiscal year to correspond to the United States Government 

scal year. 

And I understand that there is feeling that it should not be put on 
an 18-month basis again, having agreed last year that we were getting 
onto a fiscal-year basis. 

[ would like to add that the organizations which I represent do not 
oppose an 18-month idea. That is a technical matter to be worked out 
within the Government, within the committees, and the executive 
branch. 

We are most concerned that the total contribution should not be cut. 
would be at the rate of $1 million month. So that our figure instead 
of the $14.5 for 18 months, which the executive branch has recom- 
mended, our figure for the 18 months would be $18 million. 

Senator Smiru. I gather that. You are asking for $1 million a 
month. That would be a total of $18 million instead of $14.5 million. 

Of course, this question of the fiscal year and calendar year is 
brought up te us because of the United Nations hav ing the calendar 
year. We have the same problem with the United Nations technical 
assistance. 

But I thought when I talked to Mr. Pate that this figure had been 
worked out with your organization. I may be mistaken about that. 

Mrs. Gray. On the basis of the 60-40 matching formula which was 
established last year, it looks as though the contribution 7 $12 million 
would become matched by the contributions of the other ve rnme nts 

vhich have increased so tremendously in the last year, and he effec 
of that matching formula will be even more felt in 1956 as more gov- 

rnments have an op portunity to partic ‘Ipate, so that Mr. Pate, as I 
u nelle ‘rstood it, was very eager to see the rate of : nl 
$12 million for the 12 months. 

Senator Smirn. I may be mistaken. These figures that came to us, 
i thought, had the approval of Mr. Pate’s organization I may be 
mistaken. 

Mrs. GRAY. | am sure that he ap proves of them as far as they O, 
but I know the UNICEF board voted a target budget of $20 million, 
which with the 60-40 matching formula moves indicate a request of 
$12 million for the fiscal year. 

The Cuamman. Thank you very much, Mrs. Gray. 

Mrs. Gray. Thank you, Senator. 
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CONTRADICTION IN STATEMENT 


Senator Green. This is not said in criticism of your statement, 
which seems to be admirable. 











426 MUTUAL SECURITY ACT OF 1955 


As you know, I am in hearty sympathy with the work, but there is 
an apparent contradiction not ‘only here, but often made that I would 
think it would be advisable for you to explain. Under your point siy 
you Say: ° 

Countries receiving assistance are aware of the important part the United 
States has played in this program in a way that no amount of hostile propa 
ganda can destroy. A parent who sees his child cured dramatically of the 
devastating tropical ulcers called yaws is more impressed and grateful than any 
amount of extravagant talk could achieve. 

Then in the next paragraph you say : 

Iustead, by working through UNICEF, the United States removes the possi 
bility of criticism for any self-seeking ends. UNICEF itself is permitted to 
take credit for the accomplishments. 

Mrs. Gray. I can see why you think that is a contradiction, Senator 
Green but I don’t feel that it is a contradiction. 

Senator Green. It isin words—it may not be in ideas. 

Mrs. Gray. Well, it seems to me from what I understand—TI have 
not visited the programs in Asia, I have visited in Europe, but what ] 
understand from people like Dr. Eliot, who has traveled very exten- 
sively and seen these programs, in spite of the fact that this is the 
United Nations children’s fund, there are people in those countries who 
eall UNICEF the United States. They think of it in terms of the 
United States. 

Senator Green. This would indicate that everyone who got aid had 
the same feeling. 

You mentioned the fact the parent who sees his child cured dramati- 
cally of the devastating tropical ulcers called yaws is more impressed 
and grateful, that means to the United States, apparently, than any 
amount of extravagant talk could achieve. 

Mrs. Gray. I think it means grateful both to the United States and 
(o the cooperative effort. I am sorry that sentence implies that, be- 
cause I don’t believe that there is a real contradiction. 

athe Green. There is an apparent contradiction. 

Mrs. Gray. Yes. 

Senator Green. That isall. 

The Cuarmeman. Thank you very much, Mrs. Gray. 

Mrs. Gray. Thank you, Senator George. 

The Caiman. The next witness is Mrs. Elizabeth T. Farwell. 


STATEMENT OF ELIZABETH T. FARWELL, MEMBER OF THE WASH- 
INGTON COMMITTEE ON LEGISLATION FOR THE NATIONAL 
CONGRESS OF PARENTS AND TEACHERS 


Mrs. Farwewu. I have a very brief statement, Mr. Chairman, and ] 
would appreciate being able to read it. 

Mr. Chairman and members of the committee, I am Mrs. Albert E. 
Farwell, a member of the Washington committee on legislation for 
the National Congress of Parents and Teachers. I am submitting this 
statement for Mrs. Clifford N. Jenkins, chairman of the committee. 
And I will add that we always present our own statement, which is 
why we did not consolidate with Mrs. Gray. 

First I would like to express my appreciation to you for extending 
to the organization which I represent, the privilege of appearing be- 
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fore you today. The National Congress of Parents and Teachers is 
a volunteer group with nearly 914 million membership. 

The National Congress of Parents and Teachers has a continuing 
interest in the welfare of all children and is pround of the leadership 
our country has maintained in its support of the work of the United 
Nations children’s fund. We feel strongly that this self-help program 
for children all over the world is one of the best methods of safeguard 

ing the future of our own children. 

The administration recommendation in the mutual security pro 
gram is a $14.5 million appropriation for UNICEF. We appreciate 
this step ahead but feel that this amount should be considered a mini 
mum for the 18-month period from July 1, 1955, to oo r 31, 
1956. We would prefer that the $2 million requested by UNICEF 
for the United States Government fiscal year 1956 be aula if 
it is matched by the other governments on the 60-40 ratio established 
last year. A number of projects that have already received UNICEF 
executive board endorsement might otherwise have to be postponed or 
even rejected. 

The National Congress of Parents and Teachers believes that 
UNICEF is an important part of our international program. The 
United States is recognized as one of the leading eee of this 
program. We would like to see the position of the United States 
strengthened at this critical period of East-West relations and feel 
that this could not be done more effectively than by showing our con 
tinued unwavering concern over the futures of all children. 

The Cuarman. Thank you very much. 

American Veterans Committee, Mr. Andrew E. Rice, executive 
director. 

Mr. Rice, you may proceed. 


STATEMENT OF ANDREW E. RICE, EXECUTIVE DIRECTOR, 
AMERICAN VETERANS COMMITTEE 


Mr. Rice. Thank you, Mr. Chairman. 

I represent the American Veterans committee here today. We 
wish to submit for the record, statement given to the clerk. I will 
simply highlight the main points of it in my oral testimony. 

The CHarrMan. You may submit your statement for the record and 
proceed. 


(The statement submitted by Mr. Rice is as follows :) 


STATEMENT OF ANDREW E. Rice, Executive Director, THE AMERICAN VETERANS 
COMMITTEE (AVC), SUPPORTING THE MUTUAL SeEcURITY PROGRAM 


Mr. Chairman and members of the committee, the proposed mutual security 
program is too vast for any private group to comment fruitfully on all its aspects 
Therefore I shall limit my statement today to one portion of the total program 
aid to underdeveloped countries. 

Five years have passed since the original act for international development 
became law. With the adoption of this act, the Congress went on record that 
“it is the policy of the United States * * * to aid the efforts of the poeples of 
economically underdeveloped areas to develop their resources and improve their 
working and living conditions by encouraging the exchange of technical know! 
edge and skills and the flow of investment capital * * *” 

Last year, as you will recall, this committee codified all existing foreign-aid 
legislation, and the section quoted above appeared in title III of the Mutual 
Security Act of 1954. Title III is headed “Technical cooperation”. Thus the 
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neiple of technical cooperation with underdeveloped areas as a permanent 


of American foreign policy appears to be firmly established. 
rhe American Veterans committee believes that this is sound national policy. 
1; we believe it does not go far enough. 


It has become increasingly evident over the years that technical assistance 
lone is inadequate to give underdeveloped countries the boost they need to 

moving ahead on the road of economic advance. Technical assistance 
te new skills but it cannot provide the capital with which new pro 
enterprises must be launched. New investment is the keystone of 
progress, as we well Know in our own country. 

The section just quoted above refers to encouraging the “flow of investment 
apital.” With this we are in hearty accord. Every effort should be made to 
facilitate private investment in less developed lands. Legislation to reduce taxes 
on profits from such investments is now pending in this Congress. Legislation 
to authorize United States participation in the proposed International Finance 
Corporation is also pending. We hope these measures will be enacted. 

But we do not believe that such legislation will ever encourage sufficient 
capital necessary for real development. Public funds—as loans and grants—are 
oing to be required and we believe that this necessity should be recognized 
vy appropriate language in the bill we are considering today. The language 
which appears in the committee print in reference to the proposed regional 
\sian development fund might appropriately be modified and made applicable to 
he entire development assistance section which now comprises title IT. 

My reference to the Asian development fund brings me to a second point in 
which the American Veterans Committee is much interested, namely, the 
strengthening of regional and multinational steps toward economic develop- 
ment, We believe that cooperative efforts on mutually beneficial projects are the 
oundest way of building permanent institutions which will secure peace and free- 
don We endorse the proposed regional fund for Asia. Likewise we urge sym- 
pathetic consideration of United States participation in the proposed Special UN 
Fund for Economic Development (SUNFED). In particular we urge full 
United States support for the UN program of technical assistance which has 
been, we believe, such an outstanding success in its 5 years of operations. It 
seems to us very important that the United States “get in step” by this Congress 
authorizing an appropriation adequate to cover the United States share of the 
program's costs for the next 18 months. Long-range planning is essential if 
projects are to be really fruitful and long-range planning is impossible if funds 
are available on a hand-to-mouth basis. 

There are two other matters to which we hope this committee will give careful 
attention. The first of those is the question of the adequacy of funds to be 
authorized. We hope this committee will never lose sight of the fact that 
tandards of living in large parts of Asia are still lower than in prewar years 
\t the same time, our own standard of living here in the United States has 
been rising constantly. The bald economic fact seems to be that the gap be 
tween the most advanced and least advanced countries is steadily widening 
\merica must think long and hard therefore as to whether it cannot increase its 
contribution to the progress of the less developed lands. We trust this com- 
mittee will examine carefully the amounts to be authorized by this legislation. 
\ few more dollars well spent now may save billions which a military defense 
against Communist aggression might demand. 

We are concerned also that this committee reiterate firmly the principle of a 

fied administration of foreign aid. Any attempt to divide up responsibility 
seems to us a long step toward making our funds work less efficiently. Develop 
ment is an integrated process. We therefore support the principle of an au- 
tonomous International Cooperation Administration in the State Department 

We believe, however, that an administration is as good as its administrator 
While our concern is not directly pertinent to the legislation, we hone that this 

mittee will examine thoroughly the qualifications of John B. Hollister for 
the Administrator’s job. We are not impressed with his apparent qualifications 
We also hope the committee will consider seriously the advisability of the broad 
of personnel firing authority contained in the draft bill. The sad effects 

of 1953's personnel slashes are well known. Why should they be repeated? 

\ permanent policy of development assistance, a multilateral approach, ade- 
quate funds, and sound administration—these, we believe, are basic elements 

sound program of economic and technical aid to underdeveloped countries 
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The mutual security program is so vast that no private group can 
effectively comment on all parts of it, so my brief remarks today will 
be dire cted sole ly tothe question of aid to the underdeve loped a coul itries. 

The first point which we wish to make is that we believe that de velop- 
ment assistance investment ¢ apl ital is equi lly important as technical 
assistance in promoting the economic deve lopment of underdeveloped 
countries 

As we point out in this statement. when the Congress adopt ted the 
Act for International Development » years ago, they ilso a dopt ted 
statement of policy in the preamble to the act which stated that it was 
the policy of the U nited States to give technical assistance to the 
und rdeveloped areas. 

Since then, the concept of development assistance which appeared 
last year as title 2 of the legislation has been created, we would like 
to see, we would hope to see legislation drafted which would include 
the concept of development assistance as grants or as loans incor- 
porated as part of the basic policy of the United States by a legislative 
statement for that purpose. 

We believe very strongly that investment as in our own country is 
an essential ingredient to economic progress. Technical assistance 
alone can’t do the job. The underdeveloped countries don’t have 
adequi ite resources at this time to do the je themselves. 

We have to give them a helping hand and a boost. We believe that 
every effort should be made to encourage private investment. We 
hope that this Congress will authorize legislation to permit United 
states participation in the International Finance Corporation and 
will also pass legislation which the President has prey 101 sly rr quested 
on tax rebates for foreign investors. 

But we don’t think this private investment alone can do the job. 
Publie funds of some kind through grants or loans are essential. 
We think the concept of the Asian Regional Development Fund 
i very sound one, and in th: at, in the sections devoted to that, are some 
( xcelle nt statements of pohe v which we feel might be applied to the 


entire underdeve loped areas of the world. 
And j in rewriting this legislation, the committee may wish to trans 


fer the sections relating to the Asian fund to refer to development 
assistance to all the underdeveloped parts of the world. 

We believe, also, that we should go along fully with multilateral 
programs of assistance. We heartily support the bilateral programs. 
We think the multilateral programs are equally important. 

We hope this committee will authorize appropr lation to cover the 

ext 18 months of the United Nations technical assistance 


programs as 
Senator Smith indicated. We hope this committee will 


United States participation in SUNFED. This is still an experi 
mental idea, but I think it is one that is worthy of serious consideration. 

So far, although almost all the underdeveloped countries ae many 
of the developed countries have indicated their support for this United 
Nations Economic Fund, the United States Government has not done 
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ADEQUACY OF FUND 


There are two other matters which I hope the committee will pay 
careful attention to. One is the question of the adequacy of the fund. 
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I think it is important to remember that in most of Asia the living 
standards are still lower than they were before World War IT. At 
the same time, our own living standards are steadily ris sing, and this 
gap between the developed and underdeveloped countries is steadily 
increasing. I think this poses real questions of policy, and it, of 
course, creates a real threat in terms of Communist subversion activity. 

We really believe that a few more millions of dollars spent now may 

ave us billions of dollars which we might have to spend in a military 
de fense against real Communist aggression if the underdeveloped 
countries have failed to make advances, and the appeal of communism 
becomes greater. 

We also wish to reiterate our support for the principle of unified 
administration of foreign aid both in our own Government where it 
is well established and through the United Nations. 

We do not support the statement of the previous witness that the 
centralization in the Unitetd Nations is a bad thing. We think that 
economic development is an integrated program. It can’t be carried 
on hit and miss by a number of separate agencies. It has to be co- 
ordinated. 

We think an administration is only as good as its administrator, 
and we hope this committee, when the nomination is submitted to this 
committee of Mr. Hollister, will look very, very carefully into his 
record. We do not feel that he is qualified for this job. 

The Cuatrman. That question isn’t before us right now. It will 
confuse us more than it will help us if it is injected here. 

Mr. Ricr. I appreciate that, sir. We do support, however, the 
principle of the new International Cooperation Administration which 
the President has set wp. 


PERSONNEL PROVISION OF AID BILL 


There is one point in the bill which surprised us a bit, and that is 
the authority which is granted the President or his designee to fire 
personnel without regard to any existing civil-service requirements 
except in the case of veterans. 

As we recall when FOA was set up under Mr. Stassen 2 years ago, 
he was given the same broad grant of authority, and there was quite 
a wholesale slash of personnel. As far as we could make out, this 
seriously hampered the program. There was a whole period of 
months when people were leaving and new people being brought in. 

We wonder why it is necessary to give the Administrator this whole- 
sale authority. There are already ample ways for getting rid of 
Government employees, reductions in force, and so forth, and this is 
merely a question we are presenting to the committee. 

In conclusion, then, we believe that development assistance, a multi- 
lateral approach, adequate funds, and sound administration are basic 
elements in a lasting program of economic and technical aid to under- 
developed countries. 

The Cuarrman. We thank you, sir, for your statement. 

Mr. Rice. Thank you, sir. 

The Cxarman. Mr. Daniel T. Buckley, chairman, government re- 
lations committee, Coal Exporters Association of the United States. 
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STATEMENT OF DANIEL T. BUCKLEY, CHAIRMAN, GOVERNMENT 
RELATIONS COMMITTEE, COAL EXPORTERS ASSOCIATION OF THE 
UNITED STATES, INC. 


Mr. Buckxiey. Mr. Chairman, I will speak briefly on my statement 
ind would like to have the entire statement incorporated nto the 
record. 

The CHarrMaAn,. Yes, sir. 

(The statement submitted by Mr. Buckley is as follows :) 


STATEMENT OF D. T. BuCKLEY, CHAIRMAN, GOVERNMENT RELATIONS COMMITTEI 
COAL EXPORTERS ASSOCIATION OF THE UNITED STATES, IN 


My name is Daniel T. Buckley. I am assistant to the president of Castner, 
Curran & Bullitt, with offices located at 60 East 42d Street, New York City. I am 
ippearing in behelf of the Coal Exporters Association of the United States, Inc 

support of the President's request as outlined in his message to Congress April 
2), covering the program for mutual security for the fiscal year ending June 30, 
956, and which request is presently being considered by your committee. 

Our organization has appeared in support of the administration’s request for 
funds for the operation of the various agencies set up beginning with the EKco- 
1\omie Cooperation Administration each year since 1948. 

The improvement in the domestic economy of Europe has been a continuing one 

nee 1947, and the year 1954 was no exception. From a standpoint of the needs 

f the countries in Europe for coal, the calendar year 1954 was the best year the 
various coal-producing countries on the Continent and Great Britain have 
hieved in the postwar period. 

My exhibit No. 1, captioned “Historical Survey of Coal Production by Coun- 
tries, Years 1945-—54,”’ sets forth the production by countries during 1954, and an 
examination of this exhibit indicates there was an overall increase in production 
n 1954 as compared with 1953 of approximately 6 million metric tons, and the 
createst increases were shown by Western Germany and France. 

The economy of Europe was at an unusually high level in 1954 and the energy 

eds of the OEEC countries had increased materially over that of the previous 
vear This resulted in the increased importation of coking, gas, and metallurgi- 
cal coals from the United States. 


DEMAND FOR BETTER COAL 


It is most significant that the demand for the better quality of coking, gas, 
and metallurgical coals has continued to increase in 1955 both in Great Britain 
and on the Continent, to such an extent that with the limited reserves of these 
better quality coals, the countries producing such quality coals have been unable 
to increase their production and look to the United States for the additional 
tonnage needed in order to take care of their requirements. Fortunately our 
country is in the position of having an ample supply of this coal to take care 
if the needs not only of Europe, but of other countries of the world 

It is our opinion that the phenomenal economic recovery in Europe has been 

ue to the fact that the United States, over a period of several years, granted 
onsiderable assistance to those countries that were members of the OBEC, and 
the improvement in their economic condition is evidenced by the increase in 
their coal production since 1947 and furnishes further proof of how important 
it was in the early years of the Economic Cooperation Administration to encour- 
age these countries by granting economic aid which enabled them to purchase 
coal to supplement the very limited production they had in 1947. 


DEMAND FOR AMERICAN COAL 


Exhibit No. 2, captioned “United States Overseas Exports of Bituminous Coal 
by Continental Groups, Years 1946-54,” sets forth the exports of bituminous 
2 coal from the United States to various continental groups, and once again reflects 


the great demand for American coal throughout the world. Practically all of 
this coal is of a coking, gas, and metallurgical quality which is in short supply 
everywhere in the world except the United States. Europe still accounts for 
approximately 70 percent of the tonnage moving overseas and this has been a 
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generally constant percentage over the past several years. The significant change 
with respect to the overseas movement of coal is the fact that as of today, with 
the exception of Yugoslavia and Spain, all exports of coal to Europe are paid for 
with free dollars and not dollars advanced by the FOA. This, in our opinion, 
reflects an improved dollar position in Europe, because at the peak of the export 

mal movement to Europe in 1947, the majority tonnage was financed with United 
States dollars. In our opinion the improvement in the European economy and 
its financial stability is reflected by their ability now to purchase American coal 
with their own dollars. 

It is also significant that the purchase of this coal is made by the various con- 

1 © groups in the respective countries and not through any government source, 
so that the principle of free enterprise is maintained, and the American 
exporter of coal deals directly with the importer in Europe, which is highly 


My exhibit No. 3, captioned “United States Overseas Exports of Bituminous 
Coal by Countries of Destination and Continental Groups, Years 1953 and 1954,” 
ts forth the exports in the calendar year 1954 as compared with the calendar 
year 19538 and indicates that approximately 1 million tons more of bituminous 


coal moved to these various countries in 1954 than moved during the year 


1953. It is significant that in Europe, with the exception of Yugoslavia and 
Spain, which accounted for approximately 1 million tons of bituminous coal, 
the balance was financed primarily with free dollars. This, of course, is a 

aterial improvement and once again reflects the continuing ability of the coun- 
tries in Ikurope to take care of their own needs, and is the reason why, with the 


exception of two countries, no request has been made for economic aid for the 
balance of the countries located in Europe. 


NEED FOR MORE VESSELS TO TRANSPORT COAL 


We find today that there is an increased need for American coal throughout the 
orld, and hecause of these increased requirements it has necessitated a sub 


stuntial increase in the number of vessels to transport this coal. So that your 
ommittee may be advised as to the volume movement in the first 4 months of 
995 as compared with the same months in 1954, there is attached hereto my 

hibit No. 4, captioned, “Overseas Exports of Coal, by Months, 1954 and 1955.” 
You will note the continuing increase in the export movement in the first 4 


months of this year as compared with the corresponding 4 months in 1954, and 
s anticipated that there will be exported from the United States during the 
calendar year 1955 approximately 25 million tons, which will represent an 
increase of 10 million tons over the coal tonnage exported during the calendar 
vear 1954. This, of course, is a phenomenal increase and when we consider that 
the cost of this coal, with the exception of a very limited tonnage to several 
countries, is paid for with free dollars, this is the best evidence that the 


program instituted by the United States in 1948, through the Foreign Aid As- 
sistance Act of 1948, has been a complete success. 


The United States coal industry has been serving as the coal mine of the 
world in supplying coal of a quality suitable for cooking, gas, and metallurgical 
purposes, and this coal is in competition with the coal produced in other coun- 

ies, including some located behind the Iron Curtain, and actually in many 
instances is being delivered at a lower price than coal produced in these coun- 
tries, although our coal must move overseas and includes vessel freight cost that 
sometimes is high, as illustrated by my exhibit No. 5. 

The United States coal producers are hopeful they can continue to supply the 
world with the coal which it needs, and the only major increase in the delivered 
‘ost of the coal has been occasioned by increases in vessel rates which are set 
forth in my exhibit No. 5, captioned “Single Trip Vessel Rates on Coal From 
Atlantic Ports by Months, from January 1952 to May 1955.” 

This exhibit indicates that since January 1954 there has been a very substan- 
tial increase in the vessel rates of coal moving to European ports from the 
Atlantic ports of the United States, although the various European countries 
have been purchasing their coal with free dollars and are not hound by the 50 
pereent provision relating to the use of American-flag vessels on tonnage financed 
with dollars advanced by FOA, and in all such cases where the countries do 
their own financing they charter foreign-flag vessels. You will note the low 
point of S3.85 was in Jannary 1954 on movement of coal to Rotterdam, and 
this rate increased to $7.90 in February 1955. The increase in the cost of coal 
delivered at Rotterdam since January 1954 was approximately $4 per gross 
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ton and was occasioned by the increase in vessel rates because the price of 
American coal did not vary in the same period of time. 

You will note that the same condition holds true in the case of the other 
ports set forth in this exhibit. The foreign governments have been able to 
finance the movement of their coal in foreign-flag vessels, although the American- 
flag vessels are awarded none of this tonnage because the rates are materially 
higher than those charged by the foreign vessel operator. 


VESSEL RATES 


At the present time there is a very active demand for American coal and the 
question of vessel rates continues to be a most important one so far as the Ame! 
ican coal industry is concerned, and we do hope that the continual increase in 
these rates will not affect the volume of tonnage that we are hopeful of moving 
during the present calendar year. 

Under date of May 9 President Eisenhower issued Executive Order 10610 
which, under part I, section 101, reads as follows: 

“Exclusive of the functions transferred by the provisions of section 201 of 
this order, all functions conferred by law upon, or delegated or otherwise as 
signed by the President to, the Director of the Foreign Operations Adminis- 
tration, and all functions conferred by law upon, or otherwise placed under the 
jurisdiction of, the Foreign Operations Administration (including, subject to 
the provisions of sections 102 (b) and (c) of this order, all functions of agencies 
officials, and employees of the Foreign Operations Administration), are hereby 
transferred to the Secretary of State and the Department of State, respectively.” 

The effect of the foregoing is to transfer all the functions of the Foreign Oper- 
ations Administration to the new agency to be known as the International Co 
operation Administration, and the entire setup will be responsible to the Secre- 
tary of State, and the head of the ICA will be known as the Director. 

The Coal Exporters Association has in the past several years had considerable 
correspondence with the Department of State relating to the restrictions of 
American coal shipped to Europe by American coal exporters, and in several 
instances American coal has been practically embargoed as in the case of West 
ern Germany and Belgium by refusal to issue import licenses The State De 
partment has endeavored to correct this situation and there has been some 
modification as it relates to the restrictions on the importation of American 
coal by the German importer. 

In the case of Belgium the restrictions still apply and we have had no evi- 
dence to date that it is the intention of Belgium to permit American coal to 
move freely into Belgium. We believe that if American coal can he delivered 
uccessfully in competition with coal produced on the Continent, it should not 
be restricted by failure to issue import licenses to the coal importer in Germany 
and Belgium. 

The American coal industry has been shipping coal of good quality, and for 
which there is a need, to the various countries in Europe, and therefore we do 
not think it consistent with the intention of the Reciprocal Trade Agreements 
Act that foreign governments should ban the importation of American coal 

The State Department has been endeavoring to correct this situation bu 
is still an area in which our coals are restricted, and we think the present re 
strictions in effect should be withdrawn and opportunity afforded to the coal 
importer in Germany and Belgium to buy the tonnage of Am«e 
needs, 


rican coal he 


SUGGESTS COAL SECTION IN INTERNATIONAL COOPERATI ADMINISTI I 


Coal will continue to play a very important part in the economy of the world 
and under the program set forth by the President in his message of April 20, 


and which was explained in detail by Gov. Harold Stassen, Director of the For- 


i 
eign Operations Administration, in his appearance before your committee on 
May 6, 1955, it is clear that coal will be purchased by various countries during 
the next fiscal year. Therefore, in our opinion, in order that the law may be 
administered properly, the new International Cooperation Administration should 
have in its proposed setup a coal section to properly coordinate the eS « 
the coal-purchasing program as it relates to the competition from other coun 


tries 
The Coal Exporters Association, during the past year, has endeavored in every 
way to cooperate with the State Department and the Foreign Operations Admin- 
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in carrying out the purposes of the Mutual Security Act of 1954. How- 
ve think your committee should consider that we do have some problems, 
hile it is true we have continued to export American coal throughout the 
d, and have been able to compete with the various countries that also 
wort coal, when the matter of free-dollar financing was involved it is most 
nificant that we have been unable to compete in many instances when the 
en Operations Administration has issued a procurement authorization des 
ng other countries as the source of supply. 


(ur criticism is directed to the fact that at the present time, due to the failure 
Congress to appropriate sufficient money for the staffing of the Coal Section 
OA, it is impossible for the American coal exporter to know when tonnage 

er coal or coke is awarded to a foreign country, whether this is done con- 


nt with the principles of fair competition, namely, whether our coal 
ed at destination is at a lower cost per million B. t. u. as compared with 
eign coal that is purchased with American dollars. It is for this reason 
he following quotation is taken from a letter received by Mr. F. F. Estes, 
e secretary of the Coal Exporters Association, from FOA: 
[ assume your statement with respect to the analysis of bids, ete., taking 
ount quality and performance, stems in part from a feeling that the 
sions of Regulation 1 with respect to purchases transacted under FOA 
rement authorizations, applies more rigidly to American suppliers than 
eign suppliers. It is true that the Agency is not at this time reviewing 
lividual transaction, due in main to staff limitations. We are, however, 
sistent with available personnel, performing this analysis to the best of our 
bility, and I wish to assure you that the rules are applied with the same degree 
f force to offshore purchases as to purchases from the United States. In addi 
on, such purchases as are made from offshore sources receive an additional 
eview, designed to insure that the materials supplied could not be supplied 
ire economically from the United States.” 
We restate that in the New International Cooperation Administration, because 
f the importance of coal to the economy of the free world, sufficient funds should 
Le appropriated to provide for a separate Coal Branch so that true facts relating 
competition with the coals of other countries may be known to all interested 
1e@S 
In conclusion, it is our belief that the mutual-security program as set forth 
the President’s message to Congress April 20 with the request for the necessary 
inds to administer such program for the fiscal year 1956, should be acted upon 
vorably by this committee. The Coal Exporters Association believes that 
he expenditure of the $3,500 million recommended by the President should be 
ft to the discretion of the President and the Secretary of State, who will be 
to determine the proper manner in which these funds should be allocated 
nsistent with our foreign policy. 








Exner No. 1 Historical survey of coal production, by countries, years 1945-54 

Million metric tons] 
1945 1947 1948 1949 195) 1951 1952 1953 1954 

kK 185. 7 200. 6 212.7 218. 6 219.8 226. 5 230. 1 227.0 228. 1 

Ve Germany $5. 5 71.1 87.0 103. 2 110.8 118.9 123.3 124. 5 128. 0 

3 45.2 43.3 51.2 52.0 54.4 57.4 54. 5 56. 3 

15.8 24.4 26.7 27.9 27.3 29 30. 3 30.1 29. 2 

s 5. 1 10.1 11.0 11.7 12.3 12.4 12.6 12.3 12.1 

& 1.2 1.0 1.1 1.0 1.2 1.1 1.1 1.0 
t 4 4 4 | 

4 3 3 2 1.0 1.0 1.0 1.0 1.0 
2 2 2 2 || 

North Africa 3 5 5 6 6 6 7 9 8 

3. 5 10.5 12.6 14.3 15.1 16.3 16. 1 16.4 16.8 

21. | 364.5 | 395.7 429.4 | 439.9 461.0 472.6 467.8 473.3 

e: From reports of the Organization for European Economic Cooperation and the U. 8. Bureau of 


cee, 
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Exuipir No. 2.—United States overseas exports of bituminous coal, by cont 
nental groups, years 1946-54 
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16, 074, 200 
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{ 110, 298 10, 458, 583 } O48. 578 
Ex ides Canad 
Source: U. S. Department of Interior, Bureau of Mi 
Exutsir No. 3 United States Overseas exports o bitumino coal, by countries 
of destination and continental groups, years 1953 and 1954 
Ne 
‘ ! destinat Year 1954 Year 19. ( int ) 
( t A ¢ E rope ( 
B Greece 8 
id 9 Q Iceland . 
British Hondura 15 It 2 SS 
R 2 \ eT] 18 8 (2 
) ITS 6. 6:24 ‘ 2 R2 ) ON 
I Rey l 7 55 I u s4 
El Salvado 4 95 SI 
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M i St. Pierre I l e KO S 
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ul 1 Tob 2, 566 15. 325 i 
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i 110, 298 113, 7€ Israc HK 
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S Ame Kore Reput 5S 
\ tin 8, 79. Pakistan 
= Phailan 
B 1, 073, 991 
; 214, 379 I g 8 
Ecuador ; 
Surinam Netherlands A fric 
Gulana 4,413 1, 969 Algeria 
{ 1 83, Ob 93. 278 Angola “6. 462 
\ i 101 57 Belgian ¢ 9 109 
Egypt { 
1, 384, 745) 1, 746, 982 Somalilar I 
tory 
' Other { 
At : 421, 543 67. 069 
I im nd Luxem- Total eo 
bourg 118! 644,303 || Undesignated 2 164 
yenmark . 453 6, 399 
: id 9, 284 tu 
Frances 68, 861 73, 946 go ‘ 8 
Germany (West 1, 383, 979| 3, 135, 255 
i s Palestine 
Eastern Italian Africa, including Peitra and Italian Somaliland 


\o details available. 


source: U, S, Bureau of Min 
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ExuHipir No. 4.—Overseas exports of coal, by months, 1954 and 1955 




























[Net tons 
Bituminous Anthracite Total, all ec 
J 13. 015 998, 908 
Fe 12, 442 874, 702 
M 2, 451 1, 052, 404 
\} 31, 70 l 
Ma 4, 246 1,17 
Ju 21, 451 1,3 
ly 561 l 
Au OR, 34 l 
y ‘ 7, 07 l 
oO ‘ 107, 652 l 
p a 54, 348 l 
4 . LO6, 16 2 
dO4 15, 116, 137 4, 492 l 0, 62 
1, 430, 252 70, 445 1, 500, 697 
2, 149, 112 16, 529 , 64 
{ 1, 896, 400 43, 000 4% 
Al 2, 490, 000 44. 400 410K 
April 19 7, 965, 764 174, 464 8, 140, 228 
April 1954 4, O82, 304 59, 611 4,141, 915 
5 J 1954 through February 1955 from reports of the U. S. Bureau of Mines. March and 
Ap liminary reports of the railroads to the Association of American Railroads 
Exuinir No. 5.—Single-trip vessel rates on coal from Atlantic ports, by months, 
from January 1952 to May 1955 
Per gross ton] 
Discharge Bordeaux- Discharge Discharge 
rdar rate Dunkirk rate Savona-Genoa rate 
tons range tons (tons 
: $10. 50-$11. 25 $12. 00 1, 500 $11. 70-$12. 50 2, 000 
S 0 +, 5O $10. 50- 11.00 1, 500 10. 50- 11. 20 2.000 
Mar. 17 6 7. 25 2 500 7. 25 8. 00 1, 500 8.25- 9 2, 000 
\ 6. 50 7.00 2, 500 7. 00 7 1, 500 8 2 000 
M 7.00 7.50 2. 500 7. 75 8 1, 500 . 2, 000 
16 4.50- 5.00 2, 500 5.00- 5 1, 500 6 2. OO 
J 14 4.00 4.50 2, 500 4.50 4 1, 500 6. 00 2. 000 
Is ( 4.00 2 A500 4. 00 4.: 1, 500 5 2, 000 
1s } 400 2, 500 4.00- 4 1, 500 2, 000 
( i4 1.2 4.75 2, 500 4.75 5 1, 500 5. 25 2 000 
4. 50 4.85 2, 500 4.75 1, 500 5. 00 2, 000 
y 2 4. 40 475 2. 500 4. 65- 1, 500 5. 00 5. 50 2, 000 
J 4.2 1. 60 2. 500 4. 50 1, 500 5.00- 5.50 2 000 
rep 4.2 4.60 2, 500 4. 50- 1, 500 5. 50 2 000 
Mar. lf 4.6 5 500 4. 90 1, 500 5. 65 2, 000 
Apr 5. 00 2 500 5. 25 5.7 1, 500 6. 00 2.000 
é 4 4.80 500 4. 80 5. 30 1, 500 §.30- 5.55 2, 000 
2 4.1 4. 40 2 500 4. 55 5.05 1, 500 5. 05 5. 30 2, 000 
y| + OO $15 2. 500 4. 30 4.80 1, 500 4. 60 4.90 2, 000 
17 n> 4.15 3, 000 4. 30 4 80 1, 500 4 20 41.45 3, 000 
t. 14 3 3. 90 3. 000 4.10 4.50 1, 500 4 2 4.45 3. 000 
( 19 $ 4.45 3, 000 4. 65 5.05 1, 500 1.75 5.00 3, 000 
‘ 4 4. 45 3, 000 4. 65 5. 05 1, 500 4$.75- 5.0 3, 000 
14 4 00 4. 30 3. 000 4. 50 4.90 1, 500 $50- 4.75 3, 000 
1954 18 8 4 15 3, 000 4.35- 4.75 1, 500 1.35- 4.60 3, 000 
Fe l 1. 30 1. 60 3, 000 4. 80 5, ¢ 1, 500 4 90 5. 15 3, 000 
M 1 50- 4.80 3, 000 5. 00 1, 500 5.20- 5.45 3, 000 
AT 19 4. 50 4. 80 3, 000 1, 500 5.00- 5.25 3, 000 
May 17 4.25- 4.50 3, 000 1, 500 4.75- 5.00 3, 000 
e 14 4. 40 4. 65 3, 000 1, 500 4. 90 5.15 3, 000 
4. 40 4.65 3, 000 1, 500 4. 75 5. 00 3, 000 
4.55 4. 80 3, 000 1, 500 5.15- 5.40 3, 000 
2 5 O85 §. 30 3, 000 5. 90 1, 500 5.75- 6.05 3, 000 
S ». 45 70 3, 000 6.40- 6.70 1, 500 6.35- 6.55 3, 000 
N 6.40- 6.75 3, 000 7.25- 7.75 1, 500 7.40- 7.75 3, 000 
Ly x 75- 7.10 3, 000 7.60- 8.10 1, 500 7.60- 7.85 3, 000 
7 7.4 7.80 3, 000 &.30- 8.80 1, 500 7.60-— 7.85 3, 000 
I 21 7.90 &. 50 3, 000 9.00- 9.50 1, 500 8.00 8.50 3, 000 
1 6.7 7.15 3, 000 7.5- 8.00 1, 500 7.50- 8.00 3, 000 
Apr. 18 6. 85 7.10 3, 000 7.75- 8.25 1, 500 7.50- 8.00 3, 000 
M 2 7.20- 7.45 3, 000 8.15- 8 65 500 7.75- 8.25 3, 000 


e: Reports of W. W. Battie & Co., Inc. (chartering brokers for coal exporters 
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Mr. Buckiey. My name is Daniel T. Buckley. I am assistant to 
the president of Castner, Curran & Bullitt, Inc., with offices located 
at 60 East 42d Street, New York City. This organization has ap- 
peared in support of the various administration programs, beginning 
with the initial ECA Act of 1948. 

We believe that the improvement in the domestic economy of 
Europe has been occasioned in great part by reason of the economic 
aid that has been granted by this country to the various European 
countries who are members of the Organization for European Eco- 
nomic ¢ ooperat ion over the past 6 years. 

The matter of coal to the economy of Europe is most er unt 
because Europe is predicated upon a coal economy. The produc- 
tion of coal in Europe over the past 7 or 8 years has been, in our 
opinion, the best index of the gain that has been occasioned in Ei rope, 
the economic gain. 

And I would like to refer you to a table that I prepared, designated 
“Exhibit I, Historical survey of coal production by countries in 
Europe for the years 1945 to 1954, inclusive.” 

You will note that prior to the beginning of ECA in 1947, that 
the production of the various countries was quite low, and as a result 
of that, the United States found it necessary to ship approximately 
35 million tons of coal to Europe. The gain between 1947 and 1954 
is little short of phenomenal considering ‘the handicaps under which 
these countries have had to work. 

Initially, of course, much of the coal moving to Europe from mines 
of the United States was financed with United States dollars. For 
the past year, due to resurgence in the domestic economy of Europe, 
the volume of coal movements to Europe has increased materially 
over anything that we have had in the past 4 years. 

The significant part of this is that 100 percent of this movement 
is now financed with free dollars, but we say “free dollars” in the 
commercial business is what these countries are paying out of their 
own dollar balances for this coal. 

With the exception of Spain, Yugoslavia, a very limited tonnage to 
Greece, the OQOEEC countries have financed the } uurchase of their coal 
during these past 18 months. 

The movement at the present time throughout the world is running 
ipproximately 214 to 3 million tons a month. The tonnage moving 

Europe, to these various countries, is In excess of 2 million tons 
a month. 

Now the coal that is moving is of the high quality coke-gas-metal- 

urgical coal which Europe historically has been in short supply of. 

The reason for the short supply is that because their economy has 
improved in the postwar period s » that steel production is double 

many instances what it was in the prewar period, they have insufli- 

ent reserves of coking, gas, and metallurgical coals to take care of 
their needs. The only place in the world that you have that kind of 
coal in surplus today is the United States. 

I think if there is any one single factor about anything that has 
happened with respect to the policy of the United States Govern- 
ment over the last 8 years has been the tremendous gain in the econ- 
omy of Europe and which has been sparked in most instances by 

what has been done by this country in the granting of economic aid. 
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It is difficult for somebody like me, and we people in the business 
who are in contact with countries throughout the world, because to- 
day if you will notice from other exhibits | I have, exhibit 2 and exhibit 
3, we export coal to practically all countries of the world because 
of this short: age of coal. 

I think the most important part of your proposed program, is the 
part as it pertains to economic aid. I think the program will be well- 
administered. 

\ID PROGRAM WELL-ADMINISTERED 


If there is one thing that has stood out in my mind over the past § 
years, it has been generally speaking considering the vast expendi- 
ture of money, has been how well administered the program has been 

Sure there have been instances where things perhaps have gon 
wrong. But generally it has been good. 

[ think ideas with respect to the Far East, trying to help Korea, try- 
ng to help Indochina, Thailand, Indonesia, is all good. I don’t con 
der at all that this money has ever been wasted. 

I think much of this criticism that has been directed at this pro 
gram has come from people who have no understanding of the prob 
lem. And I wholeheartedly for the coal industry endorse what you 
gentlemen are trying to do. 

I hope you will give the Administration the necessary funds. 1 
have no fears as to the administration of the program, whether it is 
Mr. Hollister or anybody else. I think your program is well estab 
lished, I think it has done a good job, and for the coal industry, both 
from the producing, from the export end of it, we wholeheartedly sup 
port what you are trying to do. That is all, Mr. Chairman. 

The CHarrmMan, Thank you very much, sir. Are there any ques 
tions ¢ 

Senator Humpurey. I just want to thank you. It is good to hear 
something foreeful. 

Senator SmirH. Exactly. 

The CHarrman. Mr. David FE. Hervey. 


STATEMENT OF DAVID E. HERVEY, HERVEY FOUNDATION, 
HERTFORD, N. C. 


Mr. Hervey. Gentlemen, I don’t have a prepared statement in 
mimeographed form for you. The pressure of recent events has kept 
me from doing that. But I would like orally to bring the position 
of the Hervey Foundation before you in this international develop- 
ment work, with particular reference to the underdeveloped areas and 
to the technical assistance program. 

The CHatrmMan. Yes, sir; we will be glad to hear you. 

Mr. Hervey. Mr. Chairman and gentlemen, from recent events in 
international affairs, with particular reference to Russia, it appears 
1. complete change of approach may be immiment from the Soviet 
Union, and that approach we believe might be an economic one. 


RUSSIA'S ECONOMIC APPROACH 


We feel that that is more than just a possibility. For several years 
we have believed that their real approach was economic, and that the 
military was a diversionary move. 
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I would like to remind you that during the 6 years which Austria 
should have had its peace, its independence treaty, that Russia has 
succeeded in removing from Austria some 67,000 pieces of industrial 
production mac -hinery in the way of metallurgical equipment alone, 
and that 300 ¢ omplete industries have been crated up and shipped to 
the Soviet Union. 

That is only a small portion of what has happened, because in every 
country that Russia has occupied, she has taken over the industries 
and crated them up and shipped them out. She is in possession of 
those industries. What is she going to do with them ? 

Well, we think that her plan is threefold. First, she is going to 
try to flood the market, world market in competition with United 
States goods with a lot of cheap goods, probably priced below cost, in 
order to destroy our world trade. 

The second thing that she is going to do is to win popular support 
throughout the world, especially in the underdeveloped countries by 
voing in and saying, “We have these plants, let us come and set them 
up for you.” 

And third, of course, she will enslave those countries and it will be 
quite a burden on the world market in their continued production 
through those countries. 

Now that is just a word in introduction to impress upon you the 
gravity of the situation which we now face. 

We look at the history of our international relations, of the inter- 
national relations of the various countries down through the ages, and 
we find that in the early years there was conquest and plunder and 
slavery. Later on there was a series of empires built, especially from 
the European countries, and those empires drained natural resources 
from the various underdeveloped countries. They didn’t develop 
them. It was a question of supplying the rather high standard of 
living at home, which was high in that day. 

Now we find that America comes on the scene and we have a policy 
of freedom and self-determination. It is something new in the world. 
It had a tremendous impact, tremendous success as far as we are con- 
cerned here at home. 

Then in 1949, January 1949, the great point 4 concept was announced 
by our President. That concept has been to extend the hand of 
helpfulness. 

That hand of helpfulness we say down through the years since 
that time, in the last 6 years has been one pretty much of charity. 
That charity consists of various factors. You all are aware of them. 
| won’t take the time to reiterate them here. 


HEART OF TECHNICAL ASSISTANCE PROGRAM NEGLECTED 


The technical cooperation program has been developed in various 
livisions, most all of them very good, and we are strong for them. 
llowever, we feel that the very heart and substance of the program 
has been completely or almost completely neglected, and that without 
the substance and the heart of the program, we are in for a serious 
situation. 

This foundation in 1948-49 anticipated this lack. We were fear- 
ful that the Government and the United Nations organizations which 
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vere responsible for this point 4 type work to put it in plain language 
would not help these countries have small basic industries. 

If you consider the work that has been done, if you look at the 
health program, the general education program, the social develop- 
ment and various phases of that program, you will find that those 
are money spending activities. The contributions to disaster, the 
erants-in-aid and the money that has been provided for v: arious things, 
those have all been money consuming or money spending. 

We wish to bring to your attention that basic industries is money 
producing. Now what the ultimate end is if we continue to apply 
only money spending programs to these various countries, I don’t 
know. Certainly those low economies which do not have the eco- 

omic base to support a large program cannot afford to support a 
large program. ‘The money simply 1s not there. 

If the United States continues on a larger scale, then certainly to 
some extent at least these countries will become our wards. We will 

e to continue to spend. 


BUILDING UP BASIC ECONOMIES ANSWER TO SITUATION 


And we believe that the real answer to the situation is to help those 
people build up their basic economies, to give them a strong tax base 
and to provide the jobs so that they will have the wages and to provide 
the products that are so terribly needed in those markets. 

Gentlemen, it is twofold, the problem is twofold, not only spend- 
ing money to raise the standard of living, but the products, and they 
must be provided in line with the mass purse. 

This ee set out to do several things. In the first place 
we developed in 1949 and possibly 1950 about 20 small mass produc- . 
tion basic idiietiite: engineering, and prepared them for our Fed- 
eral Government, showing how cheaply small mass production indus- 
tries could be developed and established. 

These mass productiom plants were confined to the basic commodities 
that are needed, to commodities that America is not now shipping to 
those are as, commodities which in large part America or Europe 
couldn't ship to them because of the low relative value per unit, the 
mass volume which prohibits distant shipping, and the low volume of 
money that is available in these areas. 

It has been pointed out before that the income is tremendously low 
and the w ages are low. 

Now if we will help these people establish these basic industries, 
then the burden will, we believe in a reasonable time be lifted off the 
Laenvions n taxpayers’ shoulders and they in turn will be able to sustain 
their own economy. 

Thee is a terrible feeling of inferiority complex and chagrin at be- 
ing supported in part or in large measure by a foreign country. I 


, 


think we are all aware of those human factors. 
FAILURE OF POINT 4 PROGRAM TO ESTABLISH BASIC INDUSTRIES 


let's look at what has happened in point 4 in the technical co- 
operation es that has gone on during these years. We have sent 
many technicians abroad. Those technicians have done many things. 
Part of the work which they were supposed to do was to encourage the 
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establishment of basic industries. I am informed of recent date that 
in the underdeveloped areas around the world, that as a result of our 
technical cooperation there has not been one single basic industry es- 
tablished or caused to be established of any character. That is ex- 
cepting of course the giveaway plants that we have made available, 
probably for very good reason, very good cause, for political and mili 
tary reasons. 

Now that in our estimation is a tragic failure, and I think that it is 
more due to opposition to that concept in our point 4 program and to, 
we believe, some subversive influences which have prevented the de- 
velopment of those basic industries. 

There isn’t anybody that we haven’t been able to find in the United 
States that can successfully doubt the value of these industries or can 
point to any fault or bad effect which they might have on the Ameri- 
ean economy. In fact, we have found nobody who has raised an ob- 
jection because they cannot compete with our trade, it can only in- 
crease our markets. 

As you know, the export market of the United States is directly 
proportional to the high standard of living in the other countries, 
and therefore we find that the only people who could object would be 
people with ulterior motives, the subversives and the Communists. 

Mr. Chairman and gentlemen, they dare not speak against such a 
program for individual economic development in those countries 
because they will expose their hand. 

Likewise they dare not to let them develop, because with those in 
dustries developed in those home countries, communism is out the 
window. The minute they have something to lose, then “communism” 
is a word only and will soon be a forgotten word in those territories. 

Now gentlemen, a great deal of time and money has been spent on 


agriculture. But let me say to you that in many of these countries now, 


about 85 percent of the people are sup yported by agriculture. 

If we bring in large scale modern methods of farming and a few 
people have a high produc tion, without factors in the absence of manu- 
facturing plants and processing plants, that increase in production, 
both in quantity and quality, will so effect the poor farmer who is 
struggling as to grind him into the dust. 


WORK OF HERVEY FOUNDATION 


And we think that for sound development we must have these basic 
industries. The Hervey Foundation has proved, I think, beyond a 
question of a doubt that these can be established easily and quickly. 

We have done it. We have helped establish industries successfully 
since 1945. One or two in the administration have questioned whether 
we can train these people overseas quickly. We have always used 
these people in establishing our own plants, we put up some 15 or 20 
in this country in the last 20 years, we have always used zero know]- 
edge in the training program because we find we can train them much 
more quickly. 

We have set up a plant in Hertford, N. C., that manufactures flush 
plywood doors. We took 14 men who had had no previous experience 
in manufacturing plywood or lumber of any kind, and in 3 weeks we 
trained those 14 men in 52 operations until they were making 100 
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percent good products and more doors per man per day than any com- 
pany that we were acquainted with in eastern America. We simply 
did that by a very careful system of exact training. 

Then there was a question brought up whether that can be extended 
overseas, Whether those people could do the same thing. We brought 
six trainees from Latin America. We trained them in our plant. 

In 6 months they were able not only to produce lumber and a wood, 
set up the machinery for those operations, but built prefabricated 
penne They built one without any supervision. It is now set up out 
here in Washington, and was sold by the people we sold it to at a 
treme Saas profit. It is a good house and they did it themselves. 

Then there was a question of whether they could do the same thing 
in their own country. We got two trainees from Peru. We brought 
them and gave them an intensive training in the manufacture of ply- 
wood in our own schools. Those 2 men, after 5 weeks, bought second- 
hand equipment, took it back to Peru, took it up over the Andes Moun- 
tains and down the slopes that drain into the Atlantic, and now they 
are producing high-grade plywood, and with developments at hand 
for all kinds of production of furniture, doors, and prefabricated 
houses, and other wood products. 

Mr. Chairman, we believe that the program doesn’t need too much 
money. We feel that the program should be greatly expanded. We 
don’t know enough about billions of dollars to recommend money in 
any exact figure or even in any general large figures. 

But we do know that the need of the program 1 has been avoided and 
the thing will be tremendously expensive unless that basic concept is 
developed, and developed vigorously. 

We feel that in the present situation we are vulnerable because of 
the recent turn of events. Whether in time of war or peace the de- 
velopment of these underdeveloped countries from an industrial and 
manufacturing standpoint is imperative, for the relief of human suf- 
fering, for the establishment of human dignity, for free self-determi- 
nation, we feel that America can proceed with relative ease if we will 
follow some basic concepts. 

We need manufacturing men to do the work; we need private enter- 
prise to do the work. 


SUGGESTIONS FOR DEVELOPING INDUSTRY 


For instance, we could take small basic plants in this country which 
were not too competitive because of lack of labor-saving devices, we 
could contract with that small plant to go overseas and establish itself 
and use it as a training school and as an example for a region at a 
minimum price. The thing would be successful. Success is what we 
need ; success is what we lack. 

The people in the administration of this program are crying their 
eyes out for success. That is one sure way to do it. It would not be 
expensive. The plant could be sold later on as a going concern to 
repay the United States. 

Certainly it will take some money to finance it, but it certainly 
a not be money spent; it should be money that is invested. Later 


on we believe that there will be quite a demand as a result of these 
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We think that is entirely within the scope of the administration of 
this program. We believe that there will be a tremendous demand 
for these American plants which are no longer competitive, but which 
are having a difficult time, and which are A-No. 1; they are wonder- 
fully well ‘suited for those places overses 

It is better that they don’t have bboneavi ing devices because they 
need the jobs and because the labor-saving devices are uneconomical 
over there. 

We believe also that the second phase of this program should be 
one wherein standard small basic plants are mass produced in this 
country for the effect of obtaining low costs on those plants and for 
the effect of simplicity of establishing them and the uniformity of 
production. 

The world is a great big place. There are literally thousands of 
ideal places to set up small manufacturing plants. 

If the ae raw materials are used and local labor is used, it doesn’t 
make much difference what the labor is, it doesn’t make much differ- 
ence what the income is, because in very, very many basic industries 
90 or 95 percent of your cost of your ‘product is Gi “al labor in the 
final analysis, because the labor produces the raw materials and the 
labor produces the finished products. 

Therefore we say that with the proper approach and with the funda- 
mental basic concept of putting first things first, this program can be 
a tremendous success and the small gains which have been apparent 
in the past can be tremendously stepped up. 

The Cuairman. Thank you very much for your statement. 

The American Friends Service Committee, Mr. Louis W. Schneider. 


STATEMENT OF LOUIS W. SCHNEIDER, SECRETARY OF THE FOREIGN 
SERVICE SECTION, AMERICAN FRIENDS SERVICE COMMITTEE 


Mr. Scunemer. My name is Louis W. Schneider. I am secretary 
of the foreign service section of the American Friends Service 
Committee. The committee has very close ties to the Religious So- 
ciety of Friends, or Quakers as we are sometimes called. I have re- 
cently returned from a visit of 6 months to most of the overseas projects 
of the American Friends Service Committee, many of them in Asia. 


FAVORS PRESIDENT’S ECONOMIC AID PROGRAM 


My concern is in appearing before you to urge upon you favorable 
recommendation of the President’s foreign economic aid program 
because it would provide funds to make possible this country’s con- 
tinuing to play a leading part, as it should, in the constructive revolu- 
tion that has already begun in vast regions of the world, especially 
Asia. 

I note with gratification the proposed separation of administration 
of the military and nonmilitary aspects of the President’s proposal 
of the foreign aid program with the creation of the International 
Cooperation “Administration within the Department of State. 

Two of our committee’s community development projects in India 
have been operating under a contract with both the Technical Coop- 
eration Administration and the Foreign Operations Administration 
for the last 4 years. Through this experience we have come to appre- 
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ciate the importance of bilateral programs of this kind and the flexi- 
bility of operation which they afford. 

In contrast with our own modest experience in this respect, the 
United Nations expanded technical assistance program has had to 
cope with the difficulty arising out of the ane ‘rence in fiscal years 
between our Government and the United Nations. One appropria- 
tion by the United States for 18 months rather than 12 months, suc- 
cessive appropriations to be for 12 months, would solve this problem. 
Since the United States is the largest single contributor to the 
Us Pars P, this is a key factor in making it possible for the U. N. 

gencies to plan their work with greater continuity and efficiency. 
Gan ause of the nature of social and economic problems, continuity 
over a period of years is of central importance to this type of effort. 
The American Friends Service Committee has found this to be very 
true in carrying on village development work under a grant of funds 
from our Government which will have covered a period of 5 years. 

To the extent that the work of the American Friends Service Com- 
mittee is generally known, it is probably chiefly the result of our relief 
efforts in situations of postwar emergency need. Our prior concern, 
— ‘ver, is with the problems which cause need and result in suffering. 
War is certainly one of these problems. An equally grave problem is 
that of abysmal poverty, disease, and backwardness of hundreds of 
millions of people in the world. During the last few years the Amer- 
ican Friends Service Committee has committed itself to community 
development work in depressed areas of India, the Middle East, 
Southern Europe, “om Central America. Our workers have discovered 
situations of need as shocking as those of any postwar emergency. 
These are more he ring because they have persisted with unrelieved 
relentlessness for generations. They will endure for at least another 

generation or more even if a major effort is exerted both by the people 
the ‘mselves as well as by cooperating nations. 


LABOR CONDITIONS IN INDIA 


In a sentence, the problem is this: Two-thirds of the world’s people 
toil continuously to produce food and two-thirds of the world’s people 
go to bed hungry every night. In India I saw the building of the 
Hirakud Dam in the state of Orissa, one of the most underdeveloped 
in India. The dam is 3 miles long with 2 massive sections of con- 
crete and masonry and will provide power and water for irrigation 
when finished in 1957, Ten thousand people toil in three shifts around 
the clock to accomplish an engineering feat comparable to the dams 
of our Tennessee Valley Authority. ‘As I stood there I felt as if 1] 
were watching the pyramids being built centuries ago. Stone for 
the masons, some blocks weighing 200 to 250 pounds, is carried up 
the crude scaffolding and ramps on the backs of men. Al1 the mortar 
for the stonework is carried in pans on the heads of girls and women. 
Wages are equal to 14 to 25 United States cents a day. 

I expressed shocked amazement that men and women should have to 
work so hard. I was told that they worked in order to eat. Since 
there are so many who need to eat, a minimum of labor-saving ma- 
chinery is employed. This compounded my amazement; that men and 
women should have to work so hard only in order to have money to 
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7 especially when one bears in eae d that food is synonymous 
vith rice—nothing more. Occasionally, but only occasionally, a fam- 
‘Ty can ‘afford to add a kind of lentil soup to its diet of rice or wheat. 
Furthermore, these construction workers feel that they are more 
ecure with their steady wage than peasant cultivators who literally 
sk everything on the success or failure of their meager Crops. This 
combination of excessively hard work and malnutrition reduces life 
expectancy to 26 years in India; in the United States it is 67 years, 
Roughly, we have 3 lives to live for every 1 in India. 

It should be a surprise to no one, least of all Americans, that this 
kind of marginal existence of peop le thoughout all Asia is an open 
invitation to communism. In reaction to this, our defense has been 
predominantly military: the vast Asian are of defense for mutual 
security. Our preponderant emphasis on this has given a frightening 
mili tary countenance to the United States in the eyes of Asians. In 
the proposed foreign economic aid program, the ratio of funds for 
military aid and defense support is 80 percent of the total, whereas 
only 20 percent is designated for nonmilit: ary economic aid. Assuming 
Communist expansion in depressed areas is the problem, Asians are 
skeptical that military preparations are a defense against it. Indeed, 
they have misgivings ‘about this. 

An elderly G: indhian constructive worker who devoted his whole 
life to the struggle for India’s independence, talked to me about this 
with disarming insight. He asked if it wasn’t true that most Ameri- 

‘ans have an opportunity to go to school for a fairly advanced educa 
tion. I agreed that this was so, volunteering that the rate of illit- 
eracy in the United States was hardly more than 1 or 2 percent. He 
then asked, “Why then are the American people so war fitted ” His 
implication came out in our discussion. In India no more than 20 
percent of the people can read or write. Presumably Asians who are 
as benighted as this might resort to arms in coping with their prob- 
lems. However, if enlightenment comes with education, why then 
are the Americans so war minded. 

My answer to him was that despite the military appearance th: 
United States presents to Asians, the American people are not war 
minded. In fact, the American people rationalize or support our poli- 
cles in Asia with a sense of moral justification that goes quite beyond 
consideration of political expedience. The tr: ety of our role in 
Asian affairs today is that the people of Asia do not know us as people 
with a sincere concern for the root problems of pove rty and disease 
against which they are struggling. The problem is made doubly dif 
ticult for us because of the heritage of abekitinent for western white 
people that has fallen to the United States as it takes a leading posi 
tion in world affairs in the wake of colonial domination and racia! 
arrogance, 


MORAL CONCERN OF AMERICAN PEOPLE 


In addition to the ch: illenge of mee ‘ting human need to which Amer- 
‘ans traditionally have been uniquely sensitive, it is of vital import- 
ance in the worldwide search for peace that the United States reveal 
this aspect of its character; that is, the inherent moral concern of the 
American people to come to the assistance of those in underdeveloped 
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areas in a cooperative and mutual effort to overcome their basic prob- 
lems of poverty, disease, malnutrition, and illiteracy 

At present this aspect of our character is obscured by our preoccu- 
pation with military considerations. Strengthened humanitarian ef- 
forts on our part for social and economic development would reveal it 
as nothing else could. 

The contribution of the United States to social and economic devel- 
opment programs accomplishes far more than the development of 
technical and material resources or the improvement of the physical 
well-being of the people. Ultimately it is stimulating the dev idaniaent 
of village community life based on the finest democratic principles 
Eighty-five percent of India’s millions live in rural villages. There 
is a growing realization among these people that progress ‘against the 
hardships of their lives depends upon their courage, their initiative 
and their enterprise. At best we can only bolster their courage, stimu- 
late their initiative and advise them in their enterprise. 

In reflecting on the struggle of his generation for India’s politica] 
freedom, Prime Minister Nehru has looked ahead to the ‘oak of the 
new generation to whom his is yielding responsibility. He has a 

vision of India on the threshold of a second struggle—not a struggle 
against communism, but a struggle for economic “and social freedom. 
Throughout Asia a kind of ville age revolution is beginning. The use 
of fertilizer, improved seed, advanced techniques, the development of 
industry and better health are a phase of this. The heart of it, how- 
ever, is a spirit that can lead to the growth of democratic attitudes 
and relationships among the people in their community life. This 
will be the backbone of any social and economic achievement. In the 
long view of the development of human civilization, it is indeed a 
privilege for the United States, through constructive effort, to be asso- 
ciated with these people in their struggle. 

The Cuarrman. Thank you very much for your statement. It has 
been very helpful to us. Any questions? 

Senator Humpurey. I just want to say that I personally appreciate 
the American Friends Service Committee and the work that they are 
doing. I know of your work, and if more people were doing the same 
kind of work, we wouldn’t have half as much trouble. 

Mr. Scunewer. Thank you, sir. 


The Cuatrman. The Cooperative League of the U. S. A., Mr. 
Wallace J. Campbell. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, COOPERATIVE 
LEAGUE OF THE JU. §. A. 


Mr. Camppety. Since my statement is rather long, I would like to 
highlight it as I go along. 

The CHarrman. You may put your prepared statement in the rec- 
ord. 


(The statement of Mr. Campbell is as follows:) 


STATEMENT ON THE Mutua Security Birt ror 1955 PREPARED BY WALLACE J. 
CAMPBELL, DirrecTror, WASHINGTON OFFICE COOPERATIVE LEAGUE OF THE U. S. A. 


Mr. Chairman and members of the committee, my name is Wallace J. Campbell. 
I am director of the Washington office of the Cooperative League of the U. ‘8. A. 
The league is a national federation of consumer, service, and purchasing coopera- 
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tives with a direct membership of 2 million farm and city families who are affili- 
ated with regional cooperative associations. We also include in membership the 
Credit Union National Association with 8 million members in the United States 
and Canada, and the National Rural Electric Cooperative Association with 3.5 
million farm families in membership. 

The Cooperative League is happy to present its views on the mutual security 
bill of 1955 and lend our enthusiastic support in particular for the technical 
cooperation program and the more general program of economic development. 

We feel that these sections embody the fundamental principle of helping peo- 
ple to help themselves which, we feel, should be and is a keystone of our foreign 
policy. 

The members of this committee will, we are sure, be interested to know that we 
have found more active support for the technical cooperation program among 
our members throughout the country than for any other part of United States 
foreign policy in many, Many years. 

In this period of mounting world tensions the method in which we lend assist- 
ance abroad is just as important—in many cases more important—than the 
amount of overseas aid. In lending assistance it is essential that we aid only 
those who wish our help; and that we should assist only those who are willing 
to help themselves. 

Those two principles have been and still are fundamental parts of the tech- 
nical cooperation program in both the United States and United Nations opera- 
tions. In no case does a technical expert go into a country unless he is asked 
for by that country. And in no case does the technical expert aid the people 
of the country unless that country is contributing as much, if not more, materials, 
manpower, or money in local currency to help themselves. We would like to go 
into this second principle in more detail later in our testimony. 

The cooperative league is of the firm belief that technical cooperation is a 
two-way street and that the benefits to the United States and other contributing 
nations are, in the long run, as great as our expenditures for the programs 
themselves. This has been amply proved in the field of agriculture where a 
great number of American crops found their origin in new plants and new 
species developed overseas which we have brought to this country to increase 
our own productivity. We are also learning many technical methods overseas 
which can, in the long run, be of great value to us. 

The cooperative league is also convinced that the technical cooperation pro- 
gram should be of a multiple nature. This includes (1) United States bilateral 
program; (2) an expanded program of United Nations technical assistance; (3) 
the greater use of other governmental agencies such as the land-grant colleges, 
ete.; and (4) use of voluntary organizations such are CARE, American Friends 
Service Committee, religious, economic, and civie organizations. 

1. United States bilateral technical cooperation program 

We are wholeheartedly in support of the United States bilateral program 
which, under the bill now before us, will be transferred to the State Department 
as the International Cooperation Administration. The amount requested in 
the bill before you, $146.5 million, is a very small amount measured against the 
tremendous need for development of the less-developed countries. We would 
be wise indeed to put an even greater amount of our foreign aid expenditures 
into this kind of activity ; for it not only helps lift the standard of living, thereby 


eliminating the temptations of communism, but also it is a great factor in 
winning friendship for America. 


2. United Nations Technical Assistance Program 


We would like to devote a little more of our time to the United Nations tech- 
nical assistance program than to the United States program because we feel less 
is known about it than about our own excellent United States bilateral program. 
Also we feel strongly that there are many times and many places where tech- 
nical cooperation reaches a maximum effectiveness when it comes through 
an agency to which all of the countries are making a contribution. 

When the United Nations was founded at San Francisco in 1945, it was my 
privilege to cover the founding conference. It was at that session that a move 
sparked by the smaller nations resulted in the formation of an Economic and 
Social Council. The late Jan Christian Smuts of South Africa had pointed out 
that the old League of Nations was conceived as a political agency, had a 
political life, and died a political death. He said if the new world organization 
Was to be a permanent factor in maintaining world peace it must serve the day- 
to-day needs of the people of the world. 
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In association with the Economic and Social Council are now the 10 specialized 
cies of the United Nations which minister to the economic and social needs 
he fields of health, agriculture, labor, education, finance, and other fields 

I) UN technical assistance program has made it possible to expand the 

vork of these specialized agencies by giving them the financial resources to 


technical assistance or cooperation possible in each of these fields. 
r} United Nations technical assistance program has four major arms: the 
1 Agriculture Organization is devoted to increasing the agricultural pro 
on and facilitating food distribution throughout the world: the World 
Health Organization is designed to eliminate disease and pestilence; the UN 
Education, Scientific and Cultural Organization is designed to eliminate ig 
ni a hile the International Labor Organization, with an assist from the 
Assistance Administration, seeks to increase the standard of living 


t] ich increased productivity and higher income. 

The requested authorization for the U. N. technical assistance program makes 
one substantial change from those in previous years in that the request is for 
an 18-month period. This change is essential to bring the United States con- 
tributions to the program into line with the calendar year operation of the U. N 
program, making it possible to do advance planning. The situation this past 
year was a costly lesson in terms of both United States prestige in world leader 
ship and the actual working of the technical assistance program. 

The administration had indicated to the U. N. the amount it would request for 
this splendid program. The Congress appropriated only for the last 6 calendar 

ths of 1954 and failed to take action on the appropriation for this current 
6 months’ period until it was half over. The effect was to cripple effective work 


he health, agriculture, and other technical cooperation programs overseas. 
The delay also caused many of our friends in the underdeveloped countries to 
feel that the United States might be abandoning this essential program. 
mple precedent and authority under the law to make an 18-month 
horization and also to appropriate for that period. The United States prac- 
tice has been to make commitments which, when obligated, may be paid over a 
year period beyond the fiscal year. In the past the United States has made its 





payments in several installments throughout the year. This is perfectly satis- 
factory so long as the United Nations is sure that the funds are forthcoming for 
mtinuing program 
\s this committee knows, the requested $24 million would provide for $8.5 


illion for the balance of this current calendar year, bringing the 1955 contribu- 
no up to $15 million. The 1956 calendar year appropriation would be $15.5 
OT 

The administration has proposed that the United States contribution for 1956 

rt exceed 50 percent of the total contributions to the U. N. technical assistance 
program. The proposed $15.5 million authorization would be matched by in- 
creased contributions from other countries. 

One of the fine things about the U. N. program is that the other countries are 
so enthusiastic about it that they have been continuously increasing their con- 
tributions. Twenty-two countries have pledged increases of $1.4 million in 1955 
over 1954. While these contributions are small measured in United States dol- 
lars, they do indicate increases of 20 percent for France, 23 percent for Great 
Britain, 25 percent from Australia, 27 percent from Denmark, and 33 percent 
from India. Some of the other contributions have increased by 33, 50, 100 and 
233 percent; but some of these may be just catching up on originally small 
coutributions 

What is more significant than the total contributions of the other countries 
is the fact that already 65 countries have made pledges for this current year’s 
program, and that experts from over 63 nationalities are working in 71 countries 
and territories under the program. 

Also, the per capita payments of several other countries are higher than the 
contribution of the United States. The amount requested in this authorization 
before your committee would bring the United States contribution up to 9.1 
cents per capita. Denmark is contributing at the rate of 12.6 cents per capita; 
Norway, 11.9 cents; and Canada, 9.8 percent. If we figure contributions on the 
basis of what we have already committed in 1955, we would find that Sweden, 
the Netherlands, Australia, Switzerland and Great Britain are contributing more 
per person than we are. This in spite of the fact that our standard of living 
is the highest in the world: The proposed contribution of 9.1 cents per capita 
for U. N. technical assistance is less than the per year cost of a candy bar, and 
quite a bit less than a pack of cigarettes. 
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If all of the technical assistance programs, both through the United States and 
1. N.. are figured together, the proposed $172 million for technical assistance is 
few cents more than $1 per person per year and is a tremendously worthwhile 
estment 
The United Nations technical assistance program 
ogram Recognizing this, the Congress set up the 
elopment as a permanent program. A recent United 
se very clearly: “The task is inherently a long-ter1 
ned hands, to grow more food for empty stomachs, 
o fill lean purses, to choke off the sources of debili 
man knowledge and understanding, all requires time.” 
In spite of this long-term nature of the program, several dramatic things have 











been accomplished. The development of water resources for power production, 
reclamation and irrigation has moved forward rapidly in | i, Brazi 
ador, the Gold Coast, Greece, Iran, Iraq, Jamaica, Pak Syria 
ganyika and Yugoslavia. 
The U. N. Food and Agriculture Organization has done tremendous work in 
ncreasing food production in the places where it is needed mos 
The World Health Organization has brought effective malaria control to 
\fgl istan, Ceylon, India, and Thailand. 
\ coordinated program of locust control has brought effective teamwork in 
erams carried on by the United States Government, the Food a Agriculture 
Organization and the governments of the countries involved Comparatively 
small expenditures have saved millions of dollars in crops Here is a dramati 
ustration in one field. 
The Food and Agriculture Organization in 2 years, 1952 and 1953, carried on 


hybrid corn program that it estimates added a total of $64 million to the value 
if the corn crops. Total cost of the program to the FAO was only about $40,000. 
This corn was raised largely in areas where the people used the corn themselves 
and where people could not afford to buy the corn from anybody else. 





Our American cooperatives are proud of the fact that coo] : credit, pu 

hasing and marketing facilities have been a characteristic part of Ameri 
ilture Ve believe these institutions have made it possible for people t 
nue to help themselves. For that reason we are particularly pleased th: 


Internationai Labor Organization has carried forward a very effective pi 
gram of organization in Burma where the Government was particularly anxious 
strengthen its democratic economy. Today there are several thousand con 
er, marketing, fishermen’s and credit cooperatives. The U. N. experts have 
ped them with programs of reorganization and consolidation, providing them 
vith plans for long-range development of their central organizations, and par 
ticularly aiding a program of education and training to provide local leadershiy 
so that the outside experts could leave the program in the hands of the people 

emselves 
There are many equally dramatic illustrations of the accomplishments of our 
wn United States technical cooperation program which we wou 
esent if the committee had more time. In the midst of the ti 
during the last many months, the United States technical cooper 
s credited with being an important factor in keeping that count 


Communist. 





3. Use of other governmental agencies such as the land-grant colleges 


During the early years of the development of American 

rant colleges performed an unusual service not only in the training of agricul- 
tural specialists, but also in the development of the agricultural extension 
program which, in many respects, provided technical assistance for our own 
American farmers, 

It was quite fitting that Dr. Henry Bennett and his successors in the technical 
cooperation program should lean on advice and counsel of these colleges, and 
that the Foreign Operations Administration should make contracts with some 
1) of those colleges to actually carry out United States technical cooperation 
programs in the various countries. 

Although the land-grant colleges are not voluntary or nongovernmental organ 
izations, they are very close to the people, and they have focused the interests 
of the citizens in various States on the country a given land-grant college was 
serving. This itself has been an important factor in American understanding of 
the technical cooperation program. Furthermore, the land-grant colleges, work 
ing under contract, could rotate its specialists. This made 


it possible for an 
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expert to go into the point 4 program without sacrificing his long-range associ- 
ation with his college. This has also provided important backstopping for the 
specialists and has simplified the long, drawn-out clearance procedure which has 
been one of the roadblocks to effective recruitment of specialists for the program. 
It should be noted, of course, that these advantages of the contracts with land- 
grant colleges are offset to some extent by the fact that a single institution is 
more limited in its technical resources than is the Government as a whole, and 
that there is a tendency to stop with technical assistance where some strategically 
placed economic aid could multiply the effect of that assistance manifold. 


, 


}. The role of the voluntary agencies 


The United States Government has neglected an important source of strength 
in its technical cooperation program in not making as effective use of the volun- 
tary organizations as it has of the land-grant colleges. 

It was the American missionaries, supported by the great religious bodies in 
this country, which pioneered in agricultural, medical, and educational missions 
overseas. These were the forerunner of point 4 and provided much of its inspira- 
tion and the public acceptance which has continued to support the technica] 
cooperation program. I remember dropping my dimes in the mite box in my 
Methodist mission band when I was a child to support agricultural missions in 
India. 

There have been a few contracts made with voluntary organizations. Most 
noted perhaps have been those with the American Friends Service Committee 
Much more vigorous effort should be made to expand this type of activity. The 
Cooperative League, which is one of the member organizations in CARE, would 
like to make a particular appeal for further use of that cooperative organization 
in the technical cooperation field. CARE has pioneered in the people-to-people 
program, starting with relief and moving into the fields of rehabilitation and 
development. Occasionally the public is guilty of “type casting” in charac- 
terizing an organization as identified with only one program. Actually CARE 
has carried forward substantial programs in the field of self-help, cooperating 
with our own Government and with the World Health Organization, Food and 
Agricultural Organization and UNESCO. It is now moving substantial quanti- 
ties of agricultural surpluses abroad and has field staff and know-how which 
would equip it to carry forward several important technical cooperation pro- 
grams under contracts similar to those made with the land-grant colleges. 

Many of the other voluntary organizations, with which I am less familiar, 
might make similar contributions. 


OTHER RECOM MENDATIONS 


The economic development assistance requested in the bill is designed pri- 
marily to help the underdeveloped countries. Many of these have tremendous 
natural resources, but are critically in need of capital resources which could help 
them build a dynamic, democratic economy. Often economic assistance of this 
kind can make the difference between a healthy, thriving economy and starva- 
tion in the midst of potential abundance. 

One of the representatives of CARE told us on return from Indochina that a 
full-fledged economic and technical assistance program to Indochina 3 years 
ago might have prevented northern Indochina falling to the Communists, and at 
lower cost than the military aid which was rushed in too late. Development 
assistance has to be looked upon as preventive medicine. The amount requested 
for this purpose by the administration is very small compared to the United 
States defense program and the military assistance which we are spending year 
after year, 

A very disturbing section of the bill before you is one which has to do with 
administration of the program as a whole. We oppose the proposed amendment 
which would permit the new Administrator to discharge employees without regard 
to civil-service rules and regulations. If personnel changes are necessary they 
should be made in accordance with the orderly process of civil-service procedures. 

We are happy to support that section of the bill providing for aid to refugees, 
and wish to commend particularly the proposed authorization for the work of 
the U. N. High Commissioner for Refugees designed to take care of the hard 
core cases in most urgent need. 

We also are in support of the proposed appropriation for the work of the United 
Nations Children’s Fund, popularly known as UNICEF. 
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As an assistance to the work of the voluntary relief organizations, the pro- 
osed authorization to pay ocean freight will facilitate, and in some cases multi- 
vly, the effectiveness of the relief dollar contributed by ordinary American citi- 
sens. We know from personal experience that CARE has found those freight 
repayments most effective in stretching the relief dollar. It is perfectly in order 
to use the same procedures for freight shipments of surplus agricultural com- 
modities. We feel that the administration has moved much more slowly than 
the Congress intended in making these available to voluntary organizations for 
ise in feeding the needy who are not in a position to pay for such foodstuffs in 

e open market. In this connection, of course, it is essential that United States 
personnel supervise distribution to the point of actual consumption in a procedure 
much like that used by CARE and some of the other agencies. 

It has become a practice in the last few years to take a negative approach to 
foreign policy and undertake programs of technical cooperation and development 
for fear that if we do not undertake them, some great calamity will result. It 
is highly important if we are to assert world moral leadership that we undertake 
these measures because they are right. These measures are not only right, but 
they have the wholehearted support of the great majority of the American people. 

Mr. Camppett. My name is Wallace J. Campbell. I am director 
of the Washington office of the Cooperative League of the United 
States of America. The league is a national federation of consumer, 
service, and purchasing cooperatives with a direct membership of two 
and a half million farm and city families. 

We also include the Credit Union National Association with 8 
million members in the United States and Canada and the National 
Rural Electric Cooperative Association with 3.5 million farm families 
in the membership. 

The Cooperative League is very enthusiastic about the technical 
cooperation and general economic development program in the bill 
before you. We feel that these sections embody the principles of 
helping people to help themselves, which should be the keystone of 
our foreign policy. 

We feel that in this day of mounting tensions it is in many cases 
just as important the way we help people as it is that we help them. 

In lending assistance, it is essential that we aid only those who wish 
our help, and that we assist only those who are willing to help them- 
selves. Those two principles have been and still are fundamental 
parts of the technical cooperation program in both the United States 
and the United Nations. In no case does a technical expert go into 
a country unless he is asked for by that country, and in no case does a 
technical expert aid the people of the country unless that country is 
contributing as much if not more material, manpower, or money in 
local currency than we are doing to help them. We would like to go 
into this second principle a little more later on. 

We believe that there are four basic parts of this technical assistance 
or technical cooperation program. The United States bilateral tech- 
nical cooperation program is one which we have supported whole- 
heartedly and continue to support. 

rhe amount requested, $146.5 million is very small compared to the 
tremendous need for the development of the less-developed countries. 

We would be wise indeed to put an even greater amount of our 
foreign-aid expenditures into this kind of activity, for it not only lifts 
the standard of living there by eliminating the temptations of com- 
munism, but it is a great factor in winning friendship for America. 
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UNITED NATIONS TECHNICAL ASSISTANCE PROGRAM 


I would like to take a little more time on the United Nations tech- 

cal assistance program. When the United Nations was founded 
in San Francisco in 1945, it was my privilege to be there to cover the 
Conference. It was at that session that a move, sparked by the smaller 
countries, resulted in the creation of the Economic and Social Council 
of the United Nations. 

The late Jan Christian Smuts of South Africa had pointed out the 
old League of Nations was conceived as political agency, had a 
political life and died a political death. He said if the new organiza- 
tion was to be a permanent factor in maintaining world peace, it must 
serve the di ay-to- a: ay needs of the people of the world. 

In association with the Economic and Social Council, as you men 

know very well, are the 10 specialized agencies of the United Nations 
h minister to the economic and social needs in the fields of agri- 
ure, health, labor, education, credit, and so forth. 
The U. N. technical assistance program has made it possible to ex- 
pand the work of these specialized agencies by giving them the financial 
resources to make technical assistance or cooperation possible in each 
of these fields. 

The U. N. technical program has four major arms: The Food and 
Agricultural Organization is devoted to increasing the agricultural 
production and facilitating food distribution throughout the world, 
therefore eliminating hunger. 

The World Health Organization is designed to eliminate disease 
and pestilence. The U. N. Educational, Scientific, and Cultural Or- 
ganization is designed to e liminate ignorance, while the International 
Labor Organization, with an assist from the Technical Assistance 

\dministration itself, seeks to increase the standard of living through 
increased productivity and higher income. 

The requested authorization for the U. N. technical assistance pro- 
gram makes one substantial change from those in previous years in 
that the request is for an 18-month period. This change is essential to 
bring the United States contributions to the program into line with 
the calendar year operation of the U. N. program, making it pos- 
sible to do advance planning. The situation this past year was a 
costly lesson in terms of both United States prestige in world leader- 
ship and the actual working of the technical assistance program. 

The administration had indicated to the U. N. the amount it would 
request for this splendid program. The Congress appropriated only 
for the last 6 calendar months of 1954 and failed to take action on the 
appropriation for this current 6 months period until it was half over. 
The effect was to cripple effective work of the health, agriculture, 
and other technical cooperation programs overseas. The delay also 
caused many of our friends in the underdeveloped countries to feel 
that the United States might be abandoning this essential program. 

There is ample precedent and authority under the law to make an 
18-month authorization and also to appropriate for that period. The 
United States practice has been to make commitments which, when 
obligated, may be paid over a 2-year period beyond the fiscal year. 
In the past the United States has made its payments in several in- 
stallments throughout the year. This is perfectly satisfactory so 
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long as the United Nations is sure that the funds are forthcoming 
for a continuing program. 

As this committee knows, the requested $24 million would provide 
for $8.5 million for the balance of this current calendar year, bringing 
the 1955 contribution up to $15 million. The 1956 calendar-year ap- 
propriation would be $15.5 million. 

The administration has proposed that the United States contribu- 
tion for 1956 not exceed 50 percent of the total contributions to the 
U. N. technical assistance program. 

This is a very fine rule of thumb and we are happy to go along 
with it. 

The proposed $15.5 million authorization would be matched by 
increased contributions from other countries. 

One of the fine things about the U. N. program is that the other 
countries are so enthusiastic about it that they have been continuously 
increasing their contributions. ‘Twenty-two countries have pledged 
increases of $1.4 million in 1955 over 1954. While these contributions 
are small measured in United States dollars, they do indicate increases 
of 20 percent for France, 23 percent for Great Britain, 25 percent from 
\ustralia, 27 percent from Denmark, and 33 percent from India. 

I would like to point out the per capita payments made by Den 
mark, 12.6 cents per capita, Norway, 11.9 and Canada, 9.8, are higher 

ontributions than our own, even as requested. 

The proposed amount of 9.1 cents from the United States is a little 
less than the cost of a 10-cent candy bar for a year and quite a bit 
less than the cost of a pac kage of cigare a" for an indiv dual. 

The total appropriations for all the United Nations and United 
States is $172 million, which we feel is tremendously worthwhile. 

The U. N. program is a long-range program as is our own on de- 
velopment. I would like to quote a very important statement from 
the U. N. report which Says: 

The task is inherently a long-term one: to put skill in untrained hands, to 
grow more food for empty stomachs, to increase earning power to fill lean 


Nlrses, tf 


o choke off the sources of debilitating diseases, to increase human know] 
edge and understanding, all requires time. 

The accomplishments | have outlined are really significant. I think 
most of you men are very well familiar with the accomplishments of 
hose programs, so | won’t take time to spell them out, just to say we 


feel this has a. a tremendously worthwhile investment. 


WORK OF OTHER GROUPS IN TECHNICAL COOPERATION 


The United States program, of course, in Iran is credited openly 
with having kept Iran from going Communist during their crucial 
period when the oil situation made a touch-and-go change of gov- 
ernments, and being on the border of the U. S. S. R. made it dangerous 
out there. Our own program was a treme ndous contribution there. 

We would like to point out that the work with the land-grant col- 
lege has been a tremendous success. We are happy to have that part 
put into the record. 

There is one shortcoming in that you don’t get quite as much back- 
stopping through the land-grant colleges as you do by a large govern- 
ment agency, but you do get community support, which is important. 
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The role of the voluntary agencies—we feel it was the American 
missionaries who pioneered in agricultural, medical and educational 
inissions overseas which laid the groundwork for the point 4 program. 
We feel the American Friends Service Committee and other organi- 
zations have done an important job in this connection. 

We would like to make a specific suggestion that more use be made 
of the organization CARE, the Cooperative for American Remit- 
(ances Everywhere with which our organization is closely identified. 

It is made up of 26 national organizations. It is a broadspread 
program. It is nonpartisan, nonsectarian and really represents a 
large cross-section of the American people. 

In the last few years it has done a great deal in self-help rehabilita- 
tion work and could do a great deal in development. We would like 
to suggest that be considered ser iously by our own administration as 
a way of contact with these people. 

On page 9 of my statement are our other recommendations that we 

heartily in support of economic development assistance, would 
like to point out that there is one disturbing section in the bill as 
propos sed. 

We opposed the proposed amendment which would permit the new 
Administrator to discharge employees without regard to civil-service 
rules and regulations. If personnel changes are necessary they should 
be made in accordance with the orderly process of civil service. 

We support the contribution for the U. N. High Commissioner of 
Refugees for the children’s fund, and we feel that the freight pay- 
ments included in the bill are very worthwhile. It is highly impor- 
tant if we are to assume world leadership, that we do things, because 
they are basically right. We feel that this program is basically right 
and has the tremendous support of the American people. 

Thank you very much. 

The Cuarrman. We thank you for your statement. 

The committee will recess until 2 o’clock this afternoon. 

(Whereupon, at 12 a. m., the committee recessed to reconvene at 2 
p. m. of the same day.) 


AFTERNOON SESSION 


The CuatrMan. The committee will come to order. 
The first witness this afternoon is Mr. George Hecht of the Ameri- 
can Parents Committee. 


STATEMENT OF GEORGE J. HECHT, CHAIRMAN, AMERICAN 


PARENTS COMMITTEE, INC., AND PUBLISHER OF PARENTS’ 
MAGAZINE 


Mr. Hecur. I am George J. Hecht, chairman of the American 
Parents Committee, which is a committee of public-spirited parents 
concerned with the welfare of children both in the United States 
and throughout the world. Iam also publisher of Parents’ Magazine, 
which has a monthly circulation of more than 1,600,000. 

I have been closely acquainted with the operation of the United 
Nations Children’s Fund (also known as UNIC EF) since it was es- 
tablished 9 years ago. We have run articles about its work in the 
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magazine, and I am acquainted with Mr. Pate, its top executive, and 
with members of his staff operating from the United Nations head- 
quarters, as well as Mr. 8. M. Keeny, director of the Asia regional 
office with offices in Bs ingkok. 

But most important of all, my wife and I have observed the op- 
eration of UNICEF in the field. Two years ago I flew around the 
world at my own expense, but I went out of my way in each of the 
un lerdeveloped countries of Asia to see what UNICEF was doing 
for the children. I talked with the Health Minister of India. I 
spent hours with the head of child welfare work in Burma and in 
Thailand. I talked with Mr. Keeny in Bangkok, who told me about 
the work in the Malay Peninsula and Indonesia. 

And when I came back, I wrote an article which I submit for the 
record, entitled “The Greatest Child Welfare Effort of All Time,” 
which describes the work of UNICEF in southeast Asia. Not only 
is UNICEF saving the lives of hundreds of thousands of children by 
eliminating malaria, and by its penicillin shots which cure the dreaded 
disease yaws, but even more important, it is building a unique kind 
of good will for the United States in Asia where we currently need 
friends the most. Everybody knows that the United States is the 
main support of UNICEF, and without its support it could not con- 
tinue. 

The number of countries that have been contributing to UNICEF is 
increasing each year. In 1953, 55 countries in addition to the United 
States gave; in 1954, 60 countries; and this year 70 countries are ex- 
pected to give. The amount of money contributed by other countries 
is also increasing. In 1954 there was a 19.2 percent in dollars increase 
over 1953 in contributions from countries other than the United 
States. All countries are enthusiastic about the work of UNICEF. 
The UNICEF projects approved for 1955 are estimated to benefit 32 
million children the world over. 

I therefore urge that a full $12 million be authorized and appro- 
priated as the U nited States contribution for UNICEF for the fiscal 
year 1956, or if the appropriation is made on an 18-month basis, I 
urge an appropriation of $18 million or $1 million a month. Much 
more is sasdad but I think that $12 million for fiscal 1956 or $18 
million for an 18-month period is an appropriate amount within the 
formula set down by the State Department, which relates what the 
United States gives as compared with the gifts from other nations. 

May I say incidentally, because I think it is of some interest, that 
UNICEF is the largest consumer for surplus skim-milk powder. 

As a businessman interested i in the welfare of children, I can assure 
you that UNICEF is the most fundamental child welfare effort, 
doing per dollar expenditure far and away the most good of all our 
foreign aid, and even more important, it is building good will for the 
United States in southeast Asia, where we need friends the most. 

The Cuatrman. Thank you very much. 

Mr. Joseph Gelman of AMVETS. 


STATEMENT OF JOSEPH MARTIN GELMAN, CHAIRMAN, INTER- 
NATIONAL AFFAIRS DIVISION, AMVETS 


Mr. Greiman. My name is Joseph M. Gelman. I reside in Pitts- 
burgh, Pa., where I engage in the practice of law. However, I appear 
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before you today in my capacity as chairman of the AMVETS In- 
ternational Affairs Division. Accompanying me is Mr. John R. 
Holden, the AMVETS national legislative director. 


Before proceeding further, I want to tell you a few words about the 
AMVETS International Affairs Division and the origin of the opin- 
ions I am about to express in behalf of AMVETS. 

Our international affairs division is a three-man committee es 
tablished by our constitution. The purpose of the committee is to 
furnish to our members and our policy making bodies information 
on international affairs on matters affecting the international well- 
being of our country and the peace of the world; to gather together 
and coordinate the opinion of our membership on these subjects; to 
suggest policy and to express such policy to the proper governmental 
officials and to the people of our country once it has been approved 
by our organization. 


The views I am about to express have been approved by our mem- 


bership at national conventions and, as recently as last April 2, by 
our national executive committee. 


Mr. Chairman, I would like to submit for the record a copy of the 
international affairs division report adopted unanimously at the last 
convention by AMVETS 


(The document above referred to is as follows :) 
AMVETS 
International Affairs Division 
RESOLUTION No. 50 (1954) 
INTRODUCTORY 


Events have indicated the soundness of the basic foreign policy proposal 
adopted and espoused by AMVETS in the international affairs division report 
adopted at the national convention in 1953. We, therefore, reaffirm and readopt 
such policy and the report. 

We strongly reiterate our belief in our obligation to speak and our right 
to be heard, based upon our service to our country and our interest as citizens 
of the United States in a peaceful world. 

Actually, the impact of events during the past year demonstrates the necessity 
to reemphasize political and economic solutions to world problems in addition 
to a strong military posture, which, it is our belief, must be maintained if 
we are to attain a peaceful world. We do so as follows: 


I—LATIN AMERICA 


In keeping with the ideals which from the time of the American Revolution 
have made our Nation a leader for governmental and social advancements in 


the world, we urge our Government to use every practical and peaceful means 
at its command to ensure the continuance of political and social democracy in 
our sister nations of Latin Americ: We urge every assistance to increase the 
economic stability and opportunities for freedom of the peoples of these sister 
nations, who, for too long, have been assumed to be our natural allies without 
receiving the reciprocal assistance to which their loyalty and mutuality of 
interests justly entitles them. Specifically we recommend— 


(a) An immediate expansion of the program of technical and economic 


assistance to our neighbor countries, designed to increase and strengthen 
their natural affinity for a democratic way of life. 

(b) Our assistance should be directed to a diversification of the indus- 
trial economics of these nations, so that none of them will be dependent 
upon a one industry economy for the maintenance of a decent standard of 
living for all their peoples. 

(c) We must encourage capital investment in these sister nations under 
provisions which will insure protection and equal benefits to the investors 
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and the peoples of the country in which investments are made This can 
be achieved in part by the expansion and broader utilization of t 
of the Export-Import and the International Banks, and by 
guaranties. 

(d) For many years one of the difficult problems of our Latin-American 
economic relationships has been the feeling on the part of some of our 
Latin-American brothers that the price we pay them for raw materials 
has not always been commensurate with what we charge them for finished 
products. Measures should be taken to assure Latin-American suppliers 
of a fair and stable market at prices which will encourage true reciprocity 
of trade. 

(e) The United States must make it clear that we will not stand by and 
permit the imposition of Communist pressure, on or the infiltration of, the 
sovernments of the Western Hemisphere. We can best prevent such in 
filtration by providing continued proof that the social and economic aspira 
tions of the peoples of the Americas can be realized by democratic processes. 


ie facilities 


governmental 


LI SOUTHEAST ASIA 


One of the most pressing problems that will face the free world during the 
coming year will be the conclusion of a collective security arrangement for 
Southeast Asia, designed to make clear to the Communist aggressors that any 
attempt at further imperialistic expansion in that area will be resisted by force. 
We are convinced that the time has now come when the world must draw a 
strict line of demarcation in this critical area, beyond which further intrusion 
by international communism will not be permitted. We must be ready to back 
up our words by deeds. 

However, we are sensible of the necessity that any alliance we join in this 
area must be broadly based, and include within its membership the largest 
possible number of governments and people of Southeast Asia. Any such alliance 
can be effective only to the extent that it represents the true interests, hopes, 
and aspirations of the member peoples. 

We commend and support the principle of prompt retaliation by our Armed 
forces to Communist provocation. 


IlII—WESTERN EUROPE 


The disappointing outcome of negotiations to create a European defense com 
munity demands a reevaluation of the problem of European security in general 
We strongly reiterate the principle that Western Germany must be allowed to 
contribute its potential military strength to the defense of the free world. At 
the same time we reaffirm that any provisions for the rearmament of Western 
Germany must take into account the well-founded concern of her neighbor 
nations regarding the possible resurgence of German militarism and neo-Nazism., 
We urge our Government to emphasize these two aspects of the European security 
problem in its continuing discussions with the governments concerned. Ade- 
quate solution of these problems must provide for the progressive achievement 
of economic and political unity among the European free nations. However, this 
unity must be achieved in such a manner as to prevent the potential military or 
economic predominance of any one nation at the expense of others. 

AMVETS recognize the legitimate aspirations of the German people for unifi- 
cation of Western and Eastern Germany. Such unification must be achieved 
by peaceful means, and must be brought about in such a fashion that it does not 
result in Communist political penetration of Western Germany. Our interest 
lies in the prevention of the resurgence of any form of authoritarian government 
in Germany whether it be of the left or of the right. 

rV 


PRIVATE INITIATIVE IN THE FIELDS OF ECONOMIC AND TECHNICAL ASSISTANCE 


AMVETS continue to urge the utilization of private initiative and investment 
in economic and technical assistance to underdeveloped countries 
AMVETS, therefore, view with approval the effective, unselfish contributions 
which have been made by the philanthropic foundations of the United States, both 
in this country and in other free nations, consonant with previous resolutions 
and policies adopted by AMVETS, to strengthen and extend the American ideal 
of freedom and democracy through— 
(1) Research for the elimination 0:' 


disease and the raising of health 
standards: 
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(2) Agriculture research to increase productivity of the land and the 
world food supply ; 

(3) Research in economic fields to help attain the highest possible eco- 
nomic stability under the free enterprise system ; 

(4) Research and participation in the fields of economic and technical 
assistance to the underdeveloped free nations, so that such nations may be 
able to retain and strengthen their freedom ; and 

(5) The inerease of education facilities and standards under the free 
enterprise theory in education, so that man may understand and work in 
harmony with his fellow man, all for the betterment of mankind, and the 
establishment of a world peace in which man can live with dignity and 
freedom. 

And further, AMVETS urge the philanthropic foundations of the United States 
to undertake a more intensive and direct participation in the fields of economic 
and technical assistance in the underdeveloped free countries, since such non- 
governmental assistance is the best evidence to the peoples of such countries 
of the real and direct interest of the people of our country in their well-being 
and welfare, and is free of any possible challenge that such assistance is moti- 
vated by imperialistic designs or desires to influence their governments. At 
the same time it serves to prove the real advantage of our own democratic 
system of life over any competing ideology. 


V—COLONIALISM 


We urge the recognition of the truth that the right and ability to govern is 
not predicated upon race, creed, or color. The United States, in its great tradi- 
tion of freedom, naturally supports the hopes and aspirations of the non-self- 
governing peoples who are seeking self-determination and the basic rights of 
free peoples. Such non-self-governing peoples must be promptly prepared for, 
and permitted to progressively assume the privileges and obligations of self- 
government as quickly as they evidence the capability to do so. 


VI—MIDDLE EAST 


In reaffirming our support of the creation of a Middle East defense community, 
we view with approval and urge the extension of interlocking alliances, such as 
those of Turkey, Greece, and Yugoslavia; and Turkey, Pakistan and Iran to 
include Egypt and Israel. We commend Britain, Iran, and Egypt for their sin- 
cere interest in world peace which has prompted them to make effective con- 
tributions to peace in this area through the British-Iranian oil settlement and 
the Anglo-Egyptian agreement on Suez. We urge their action as an example to 
other nations interested in the fostering of an atmosphere which will be con- 
ducive to the creation of an effective Middle East defense community. 


VII—OPPOSITE TO ADMISSION OF RED CHINA TO THE U. N. 


AMVETS reaffirms its previously adopted policy that Communist China should 
not be admitted to the United Nations in the foreseeable future. Until this 
regime indicates a willingness to behave in a civilized manner, it should not 
expect to be received into the society of nations. Having said this, AMVETS 
also wishes to state its opposition to rash and ill-considered proposals that 
the United States should commit itself in advance to withdrawal from the 
United Nations in the unlikely event that Red China should gain early ad- 
mittance to the U. N. Indeed, there is evidence to suggest that Red Chinese 
membership in that body would make more urgent than ever the presence of 
strong American leadership to prevent Communist domination. Our Government 
should take strong leadership in explaining its issue to the American people, to 
the end that they may develop unemotional and unprejudiced attitudes reflecting 
their true interests. 

VITI—CHARTER REVIEW 


The international affairs division has given much consideration to the ques- 
tion of revising the United Nations Charter. We support the position of holding 
a review conference, not only as a moral obligation of our Government, but also 
as an opportunity to study and debate the question of revision on an interna- 
tional level and so that the entire world may become fully informed. 

It is the studied opinion and recommendation of this division that present 
efforts be concentrated on trying to make the U. N. more effective within its 
present charter by procedures similar to the uniting for peace resolution. 
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IX——-RANDALL REPORT 


We are extremely disappointed with the action taken by the 83d Congress on 
the President’s recommendations for lowering United States tariff barriers and 
otherwise liberalizing our regulations governing international trade. AMVETS 
wholeheartedly supports the report of President Eisenhower's special commis- 
sion on this subject, headed by Mr. Clarence Randall, urging a broad reduction 
of United States tariffs and the modification of other present restrictions on our 
trade with foreign countries. 

We find it difficult to reconcile the action of Congress on this question with 
the repeated insistence of some congressional leaders that strategic trade between 
the free world and the Communist bloc must be curtailed at all costs. We think 
it timely to point out that some of the free nations already appear to be ex- 
panding their trade with Iron Curtain countries, because of the difficulty they 
have encountered in developing mutually beneficial reciprocal trade agreements 
with our own country. Nature abhors an economic no less than a political 
vacuum. It should not, therefore, be surprising if the Communists contrive 
to exploit any opportunities for expanding their international trade which the 
free world provides them. Consequently we strongly urge that the next Congress 
reconsider the serious questions of American security and prosperity involved 
in our international economic policy. We feel certain that such reconsideration 
should result in legislation drastically reducing our present tariffs and ameliorat- 
ing many of the present technical regulations which at present tend to hamper 
and restrict the expansion of our international trade. We are aware that this 
must be done with due regard for the protection of our domestic industries. But 
we feel that the criteria applied should be that of the greatest good for the 
greatest number of the American people, who we are convinced have more to 
gain than they have to lose through a broad relaxation of existing restrictions 
on our trade with the other nations of the free world. 


X—WORLD VETERANS FEDERATION 


AMVETS is prepared to work with other veterans organizations, both at home 
and abroad, to further their common policies and to mobilize maximum strength 
behind the cause of peace and freedom. 

We reaffirm our support of the World Veterans Federation and of its Secre- 
tary General, Elliott Newcomb, our former executive director. Under his direc- 
tion the WVF has become an important policy-formulating body and an active 
and effective instrument in achieving progress in veterans’ rehabilitation through- 
out the world. 

We recommend that a column be set aside in the National AMVET for a 
monthly report on the activities, programs, and policies of the World Veterans 
Federation so that AMVET members can be fully informed on its activities, 
appraise its efforts and make constructive suggestions. 

We adopt as a part of this section the report on World Veterans Federation 
council meeting held in Washington, D. C., which was submitted by Joseph M. 
Gelman, international affairs division adviser, and the recommendations therein 
contained. 

Mr. German. Mr. Chairman, AMVETS greatly appreciates this 
opportunity to testify before your committee, recognized as one of 
the most knowledgeable of the United States Senate, on the question 
of economic aid to the underdeveloped areas. Not long ago mem- 
bers of our organization, AMVETS, fought in every corner of our 
globe in defense of peace and our free institutions and in defense of 
all people against tyranny and oppression. Some of our members 
still serve standing guard over an uneasy peace in Korea or sailing 
with the fleet in the Formosa Straits. We believed firmly in the 
things for which we fought. We believe in them now. We would 
willingly fight for them again. Consequently, the least we can do is 
speak as citizens for programs which can peacefully safeguard, and 
advance, the principles for which we fought as servicemen. We re- 
spectfully base our right to speak and to be heard upon these factors. 

We believe the United States foreign policy must be founded upon 
the security and enlightened self-interest of the American people. 
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Whatever happens to other peoples in other parts of the world must 
of necessity affect our own freedom. However, it is not just concern 
for our freedom alone which activates our interest in other peoples. 

We must make it clear to the whole world, and especially to the 
people to whom we ‘les assistance, that our interest in the problems 
of others does not arise merely from the struggle against communism 
nor as a desire to treat them as pawns in a cold war. 

Our interest is continuing and genuine and deeply rooted in our 

\istory and in the human needs and hopes which we share with ordi- 
nary men and women in all parts of the world. This interest in our 
common well-being is basic and would persist even if communism and 
other totalitarian ideologies were to disappear from the world scene. 


STRONG ECONOMIC PROGRAMS FOR ASIA 


1. In the light of this basie policy, the immediate and long-run 
interest of the United States itself requires a strong economic assist- 
ance program for Asia: 

(a) From the security aspect: Our own safety lies in the building 
up of a strong community of states and peoples now outside the Iron 
and Bamboo Curtains, who have in their hands the human and mate- 
rial resources to overshadow the power of communism and to make it 
suicidal for the Communists to embark upon aggression. 

Crucial to our own security is the existence of free nations in the 
West, the Middle East, and Asia who are determined to protect their 
independence and to work with each other along the lines laid down 
by the United Nations Charter. The report from the Bandung Con- 
ference indicates that opportunity exists. We need not require that 
others join “us”; what is more fundamental is that all nations still 
outside the curtains act as parts of an international community deter- 
mined to protect itself and to live together in peace. 

(6) From the economic aspect: We need the opportunity for trade 

vith free Asia - our own economy is to continue to prosper. We 
must now draw 10 percent of our basic raw materials from other 
countries to meth our own standard of living (Paley Report) ; 
is estimated that by 1975 we shall need about 25 percent of our basic 
raw materials from outside our own borders if our economy is to con- 
tinue to grow. This can happen only if we have access to a wide trad- 
ing area from which to draw our raw materials and in which to dis- 
pose of our products—including free Asia, It will be difficult at best 
for us to persuade other countries to supply us with raw materials to 
support a standard of living in the United States which is 25 times 
that of India today. 

We plan for our own standard of living to rise. If we can help 
in raising the productivity and standard of living of the supplying 
countries, where their standards of living are substandard, the prob- 
lem will be much less acute. Unless we insist on greater economic 
equality by the American practice of leveling up, others m: iy be com- 
pelled to try to achieve economic equality by the process of leveling 
down, that is, deprive us of the materials we need for our own rising 
economy. 


2. Our confidence in our ideology as a way of life and as a way of 
achieving greater freedom and prosperity for all people dictates a 


strong economic assistance program for underdeveloped areas. 
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In many of the underdeveloped countries, decisions are being made 
is to whether their own aspirations, the first among W chich are the 
basic needs for adequate food, shelter and clothing, can best be realized 
inder free institutions rather than Communist forms. We cannot 
afford to be complacent about the outcome of these decisions. Many 
of these underdeveloped countries see in the Soviet history a quick 
achievement of great proportions, in which the Soviets relatively 
quickly transformed themselves—in the eyes of many Asians—from 
an underdeveloped to a developed country. 

Communist etforts to quickly develop Red China economic: ally may 
well be inspired by the desire to establish a show window in Asia. By 
these things, Asians may be led to feel that the Soviet expe rience 
accords more with their own circumstances and need for quic k action 
than the more slowly moving processes of free societies in the West. 

In addition, the present rate of growth of Soviet productivity, based 

upon the forced accumulation of ¢ apit il by the State at the expense of 
consumer free choice, is impressive in economic terms, although not in 
human terms. A compelling need to fill empty stomachs can dictate a 
sacrifice of individual liberties. 

The West cannot expect the peoples of underdeveloped countries 
to remain free on the basis of long-range hopes for the future alone. 
If we rely upon a Utopian concept of free institutions, they are more 
likely to turn to the Utopian offerings of communism—w hich promise 
more direct action for meeting economic needs and more improve ment 
in less time. The West must assist the underdeveloped countries to 
show tangible gains in standards of living to masses of people within 
the framework of free societies. That will be both difficult and ex- 
pensive—but the stakes are vital to the United States and to our firm 
beliefs in the well-being of mankind. 


GIVING WHAT ECONOMY CAN BEST SUPPLY 


5. Our aid and assistance must be given in a way that our own 
economy can best supply the most effective aid and assistance. In 
considering aid to Asia particularly, we must retain a hardheaded 
prudence about what we can afford to commit for the purpose. 

Two factors seem fundamental: First, we should not undertake to 
_ ply directly the consumer needs of vast populations outside our 
borders. We « ‘annot, in fact = do so. and the attempt would build 


expectations which would be frustrated. (Part of this 


problem can 


met by the interchange of raw materials and finished products 
between the countries which we desire to assist.) 

Second, effective assistance takes time—time for the training of 
people, time for capital investments, time for adjustment of occupa- 
ions and trade channels in the assisted nations to higher levels of 
productivity. We should assist soundly as fast as we can; we should 
not assist unsoundly merely because we should like to act quickly. 
We must realize that the proble m will take time and we must be willing 
to give that as a part of our aid. 


SUGGESTIONS FOR PROGRAM 


These considerations suggest : 
1. United States aid to Asia should take the form of technical as- 
sistance and capital investment. Both are aimed at helping the people 
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involved to produce a higher standard of living for themselves. Both 
allow full room for adjustment to the special conditions of each 
country. 

The amount of aid which we should extend should turn about 
our own capacity to offer it wisely and the capacities of the countries 
involved to use it well. This seems very tangible for the purposes of 
drawing up a budget and an appropriation. We would not presume to 
estimate the amount which may be needed. However, we point out 
that what we can do well is only a fraction of what we can afford to 
spend in our own interest. Also, we should expect that the amount 
of needed assistance will progressively decrease as the economic pro- 
ductivity of the assisted nations increases. 

The final point is that economic aid should be as free as possible 
from efforts of political seduction on our part. We cannot “buy” 
Asia. Any self-respecting people would resent the attempt. The 
greatest and most lasting political result we could hope to achieve 
would come from a strong aid program on our side which is free from 
cold war conditions, requirements and propaganda. Politically speak- 
ing, we can achieve far more by indirection than by direction. 

What we are striving to protect for ourselves and all people is, in 
five words, “the dignity of the individual.” If we can help these 
underdeveloped countries to achieve economic development which will 
provide for their people the opportunity for adequate necessities of 
life, which are essential to the dignity of the individual as well as to 
physical life itself, their people ‘and these countries will themselves 
oppose any attempt to trespass, whether by internal subversion or 
external force, upon that dignity of the individual. 

Our Nation, from its birth, has been the outstanding opponent of 
colonialism. We can win the respect and devotion of these under- 
developed countries, who have newly obtained their freedom, by 
graphically reiterating this principle in helping them achieve a v ictory 
over economic dependency upon which colonialism is based. 

Again, we wish to thank you, Mr. Chairman, and the members of 
your committee for your kind and courteous attention, and for afford- 
ing us the privilege of being heard by you on a subject so very much 
related to world peace with which we who have fought for it are so 
deeply concerned. 

The CHarmman. Mr. Gelman, we thank you very much for your 
appearance, sir. There may be some questions. 

Senator Mansrretp. Mr. Chairman, I just want to commend Mr. 
Gelman for the fine statement that he just made before the committee. 

Mr. German. Thank you, sir. 

The CHarrman. Mr. Philip Schiff, chairman of the continuing 
action committee of the American Association for the United Nations. 


STATEMENT OF PHILIP SCHIFF, CHAIRMAN, CONTINUING 
ACTION COMMITTEE, AMERICAN ASSOCIATION FOR THE UNITED 
NATIONS 


Mr. Scuirr. I am not going to read my statement, Mr. Chairman. 
I would like to submit it for the record and talk for just a couple of 


minutes in terms of the U. N. technical assistance program rather than 
the refugee program. 
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(The statement submitted by Mr. Schiff is as follows :) 
STATEMENT OF PHiLIp ScHirr, Re MutruaL SecuriTy ProgRam FOR FIScAL 1956 


Mr. Chairman and members of the Senate Foreign Relations Committee, 
my name is Philip Schiff. While I appear before you at this time as an indi- 
vidual, I identify myself as a member of the board of governors of the American 
Association for the United Nations and chairman of its continuing action 
committee. 

Permit me first to say the American Association for the United Nations, fore- 
most of the nongovernmental agencies devoting its energies and total resources 
exclusively to the promotion of the United Nations, looks upon the technical 
assistance program as one which has fired the imagination and hope of the 
entire world, particularly the people of the underprivileged areas. It sees in 
the technical assistance program a great spiritual force for awakening the efforts 
of mankind to bring about a peaceful world. 

Ours is not the only organization concerned with the impelling need to see the 
United Nations technical assistance program supported to the fullest extent 
possible by our Government. For the past 5 years, under the sponsorship 
of the American Association for the United Nations, approximately 100 national 
organizations have gathered in annual sessions to consider the role of our 
Nation in world affairs. These representatives speaking as individuals but 
with a sense of responsibility to the organizations they represented, gave whole- 
hearted accord to the problem of United Nations technical assistance by the 
United States because it outlined one of the truly great approaches to peace 
through humanitarian rather than military effort. 

We saw in this resolution one of the great justifications for the establishment 
of the United Nations as mankind’s last and best hope for peace. We looked 
upon the technical assistance program as one of the real cornerstones of our 
foreign policy because it is directed toward the economic and technical devel- 
opment of industrially retarded peoples—it is one of the great deterrent forces 
against world communism which thrives on the poor economic soil of under- 
developed countries where it makes such great strides in its efforts toward world 
conquest. 

Our resolution on “technical assistance” is submitted for your consideration. 
It reads as follows: 





“Resolution on technical assistance 


“Technical assistance programs of the United Nations and its specialized agen- 
cies have given to the peoples of the great underdeveloped regions the first visible 
proof of the meaning of the purposes of the United Nations Charter for inter- 
national aid. Those programs constitute an essential element in the offensive 
against poverty, disease and illiteracy, necessary for freedom and progress. 

“Bilateral agreements such as the United States program under FOA and 
regional programs, such as the Colombo plan, should be directly related to the 
United Nations and carried out in cooperation with the programs of the United 
Nations and its specialized agencies at a greatly expanded rate. They should be 
based on long-range efforts over at least 3 years instead of year-by-year 
appropriations. 

“We urge the United States to avoid a repetition of this year’s spectacle of 
paralyzing delay and default in meeting its share of the United Nations technical 
assistance budget, and to provide in the future for long-range planning.” 

We have every reason to believe this position is fully supported by the gov- 
erning units of those organizations whose representatives gave their unqualified 
approval to it. If this be the case, then somewhere in the neighborhood of 60 
to 70 million people will have spoken, because every important segment of the 
population—Churches, synagogues, labor, welfare, civic, women’s groups, colleges, 
veterans, ete., participated in the deliberations leading to the passage of this 
resolution. 

If one were to consider the United States’ financial contribution to the technical 
assistance program of the United Nations, under the proposed request for 24 
million dollars, it would amount to 15 cents for every man, woman, and child 
in this country. What a small price to pay for one of the greatest instrumentali- 
ties invented by the genius of man toward lifting man’s hopes and aspirations 
for a better and a more peaceful world. In the success of such a program resides 
one of the great hopes of mitigating and eliminating the causes of war. To para- 
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phrase Sir Winston Churchill, “never has so little money done so much for the 
welfare of mankind and for democracy.” 

Such a constructive program is in our self-interest as well. Whether we like it 

not, there has been thrust upon us the mantle of world leadership. To a very 
large extent the manner in which we wear this mantle will determine the future 
peace of the world. It goes without saying that if we are to continue to prosper 

» must make it possible for other nations to prosper. 

Our technical assistance programs have helped immeasurably to increase the 
productivity of underprivileged nations. The rolleall of these nations will indi 
cate better health conditions, abolition of many diseases, better housing, greater 
agricultural productivity, more literacy, better transportation, higher manufac- 
turing returns, greater diversification of industries, development of power fa- 
cilities and mineral resources—all of them the kind of ingredients which lend 
strength to the growth of democratic processes, and to the achievement of 
economic and political stability in all countries. This they cannot continue to 
achieve without our support, for the time being. To the extent we fail in carry- 
ing out our responsibility to that extent will we hold back progress toward those 
goals Which we cherish so dearly. 

May I also say a word about the proposed 18 months appropriation requested 
by the President. I believe it should receive the full support of your committee. 

You are undoubtedly aware of the effect which our last contribution of 6% 
millions to the United Nations technical assistance program had upon the ability 
of the United Nations to plan and carry out its worldwide program. It must 
have been a source of real embarassment to our United Nations delegation to 
have waited an inordinate amount of time before handing over our check for this 
amount, covering the second half of commitment for fiscal 1955. The United 
Nations watched our every move with bated breath, wondering when this 6 
months’ appropriation to back up our pledge would be paid. In fact, when the 
House of Representatives cut the appropriation by $4 million it created con- 
sternation in the minds of those who were responsible for the program. Thanks 
to the efforts of the Senate Appropriations Committee and the Senate itself, most 
of this cut was restored. 

In my opinion, it behooves us in the interest of America’s good name not to 
have this happen again. We have a grand opportunity to help provide orderly 
planning for the United Nations technical assistance program by approving and 
appropriating on an 18 months’ basis. It is good, sound business to adopt such 
a procedure. 

It is my understanding that if funds are appropriated by our Government fo1 
the calendar year 1956, it would be possible for our delegation to the United 
Nations to make its pledge when other nations do—in November 1955. Thus, 
funds which have been obligated prior to the end of the fiscal year would be 
available for expenditure for 2 years beyond the fiscal year. If such assurance 
could be given to the United Nations through appropriate legislation, appro 
priated funds under this program could be expended by the end of calendar 
vear 1956 

Since 1950, the records show that almost $100 million has been pledged by 75 
different nations with gradually increasing totals. Thus far, for 1955, other 
countries have increased their pledges by an average of 16 percent. More than 
100 countries have received technical assistance in the 4%4 years of the program’s 
operations—a remarkable record indeed. 

Reams and reams of paper have been used to glorify legitimately the United 
Nations technical-assistance program. What we need is to continue to give of 
our substance towards promoting the kind of world which will learn to live in 
peace and freedom. No one has better exemplified this spirit than the able 
chairman of the committee, Senator George. The vision, courage and forthright 
leadership he has provided, particularly since he assumed the chairmanship 
of the committee, augurs well for a solution to the many world-shaking prob- 
lems which confront this Nation. 

There is a simple but profound truth to learn in all of this—namely, that mil- 
itary strength is not enough to guarantee the future security of the world. It 
must be bolstered by a greatly expanded economic aid program in which techni- 
cal assistance plays a vital role. This is particularly true of Asia and Africa 
where social and economic upheavals are bound to occur and where the future 
ideological battles will be fiercely fought. In this part of the world we are in a 
race with time. Whether we breast the tape ahead of our adversaries will de- 
termine the future peace of the world. 
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Yours is a glorious opportunity to uphold the best of our traditions by approv- 


¢ the full $24 million requested. All of us at home and tens of millions of peo- 


ple throughout the world who would benefit from such a program look to you for 
e kind of bipartisanship leadership and direction which will command the 
espect of mankind. 


CONCERN FOR TECH NICAL-ASSISTANCE PROGRAM 


Mr. Scutrr. I have notified the office here that my concern and the 
oncern of the AAUN was in connection with the technical-assistance 
program. Mr. Chairman and members of the committee, the reason 
for our particular coneern at this time is in connection with the $24 

llion ap propriation requested by the President for 18 months of the 
U. N. tec hnical-assistance program, That is for the balance of fiscal 
1955 and for 1956. 

And our concern arose at the time when the pledge made by our 
Government for the first 6 months of 1955 was paid only recently, as 

understand it, to the U. N. in terms of their technical-assistance pro 
eram, and you will recall that there was quite a struggle at the time, 
hich only the Senate, in its wisdom happened to pull us out of in 
terms of the trouble when the House of Representatives cut the $6 

million ap propriation requested by some $4 million, and it was only 

rough the grace and the efforts of the Senate that it was restored, I 
think, to $6.5 million from the original $8 million that was required 
for the first 6 months of 1955. 

Mr. Chairman, in terms of the public itself as we in the American 
\ssociation for the United Nations see this problem, we believe that 
isa result of the 5 years of conferences held here in Washington, where 
approximately 100 national organizations got together, and under 
the leadership and sponsorship of the AAUN we a the churches 
ind the synagogues and the veterans groups and labor groups and 
busin we groups all concerned with a number of Bane affairs mat- 
ters, but they had a real concern for the technical-assistance program. 

You would be interested to know that it is not a matter of just sit- 
ting down and writing a resolution where we concerned ourselves 
with the technical-assistance program. I might tell you that we 
sit for 2 days in developing our foreign- policy resolutions, and then 
vo before the entire body of these approximately 100 organizations 
who represent, in terms of numbers, I would say, some 60 to 70 million 
people, judging by the organizations represented. 

While we don’t claim that all of them go on record in terms of any 
and all of these resolutions, I would say that the vast majority cer- 
ti uinly are in favor of the technical-assistance programs. 

After the public opinion of the group is put to the test, we then 
come up with our resolutions, and I would like merely at this point 
to read our resolution on technical assistance so that you might have 
it officially from us: 


\ 


Technical-assistance programs of the United Nations and its specialized agen- 
cies have given to the people of the great underdeveloped regions the first visible 
proof of the meaning of the purposes of the United Nations Charter for inter- 
national aid. Those programs constitute an essential element in the offensive 
against poverty, disease and illiteracy, necessary for freedom and progress. 

Bilateral agreements such as the United States program under FOA and 
regional programs, such as the Colombo plan, should be directly related to the 
United Nations and carried out in cooperation with the programs of the United 
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Nations and its specialized agencies at a greatly expanded rate. They should be 
based on long-range efforts over at least 3 years instead of year by year 
appropriations. 

We urge the United States to avoid a repetition of this year’s spectacle of 
paralyzing delay and default in meeting its share of the United Nations technical- 
assistance budget, and to provide in the future for long-range planning. 

That, Mr. Chairman, is our resolution referring to the technical- 
assistance program and its efforts. 

With reference to the 18 months, it would seem to me that the Senate 
would be wise, as well as the House, to think in terms of technical as- 
sistance over a period of 18 months. I know personally of the work 
done by members of this committee in thinking through the problem 
of the technical assistance and specialized agencies. 

I think Senator Mansfield particularly has had real reason to be 
concerned about the programs and how they operate, and I think has 
gone into it in quite some detail at different times. 

The same thing is true of Senator Smith and certainly, yourself. 

Am I correct in my understanding that it would be possible under 
our appropriation procedures to vote an 18-months appropriation so 
that the balance of 1955, the 6 months where the President, I think, has 
asked for $8.5 million and the 1956 calendar might be included in one 
total appropriation? I understand from the State Department and 
other sources that it is possible and it is operative in terms of an 18- 
months procedure. 

If that is the case, then it would seem to me to be very wise planning, 
very wise procedure to go ahead on that basis. And if so, 1 would 
certainly urge upon the committee for the AAUN that it be done on 
that basis. Am I correct, sir, in assuming that it is possible to appro- 
priate on that basis? 

The CHamrMan. Yes. 

We must go to the floor of the Senate to vote on a constitutional 
amendment, and if you good people will remain here, we will be right 
back. 

(A short recess was taken.) 


AFTER RECESS 


The Cuarrman. The committee will come to order. The next wit- 
ness here is Dr. Luther A. Gotwald, of the National Council of 
Churches of Christ, Division of Foreign Missions. 


STATEMENT OF DR. LUTHER A. GOTWALD, EXECUTIVE SECRETARY, 
DIVISION OF FOREIGN MISSIONS, NATIONAL COUNCIL OF THE 
CHURCHES OF CHRIST IN THE UNITED STATES OF AMERICA 


Dr. Gorwatp. My name is Luther A. Gotwald, executive secretary 
of the division of foreign missions of the National Council of the 
Churches of Christ in the United States of America. I do not under- 
take to speak for each of their many millions of members. I am au- 
thorized to appear before you as an officer of the council, which is 
composed of 30 denominations—Protestant, Anglican, and Orthodox. 


ah 
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Specific ‘ally I speak as executive secretary of the division of foreign 
missions of the council. This division includes in its membership 
68 boards and agencies engaged in foreign-mission activities overseas. 
These boards support approximately 9,000 missionaries and contribute 
annually for overseas programs approximately $40 million for work 
in more than 50 countries. 

For more than a century Christian missions have pioneered in de- 
veloping programs of technical assistance. The healing of the sick, 
the feeding of the hungry, and the teaching of the untaught are all 
integral parts of the worldwide mission of the Christian church. But 
resources of the churches are too small to meet the urgency of today’s 
worldwide needs. 


NATIONAL COUNCIL SUPPORTS PROGRAM OF TECHNICAL COOPERATION 


The position of the National Council of Churches in relation to 
programs of technical cooperation, including both the bilateral pro- 
gram of the United States and the multilateral program of the United 
Nations, has been set forth many times. The churches believe that the 
interchange of technical knowledge and skills is a valid and effective 
means of promoting peaceful relations among the nations and of im- 
proving the well-being of all peoples, in keeping with our 4 sligious 
ideals and the aims of our democratic free soc iety. The National 
Council of Churches had endorsed and supported these programs of 
technical cooperation to the extent that they have been carried out, 
in the case of the bilateral program of our Government, independently 
of considerations of military and defense strategy, and also when 
both types of programs serve essentially humanitarian ends. We be- 
lieve these should not be regarded as programs of charity, but as joint 
enterprises in which each participating nation is both giver and re- 
ceiver and each benefits from the exchange of values. 

We are particularly mindful, in view of recent events in Asia, of the 
growing importance for the peace of the world of that area known as 
the “are of free Asia,” and we note with satisfaction that a consider- 
able portion of the United States technical assistance programs have 
been foc — upon this vast area 

The National Council of Churches believes that, whenever and 
wherever possible, technical assistance to the people of the under- 
developed areas should be made available through the United Nations, 
and thus advance the cause of peace and justice with great effective- 
ness. We sincerely hope the United States will continue its coopera- 
tion in the U. N. expanded program of technical assistance on a scale 
commensurate with our resources. 


ADVANTAGES OF MULTILATERAL TECHNICAL ASSISTANCE PROGRAM 


We urge this course since we believe that multilateral technical as- 
sistance through the U. N. has certain advantages not found in bi- 
lateral programs. These advantages derive from the following 
considerations : 


(a) All contributions to the program are pooled and lose their 
particular identification, 
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(4) Specialized personnel who serve in the U. N. technical missions 

e drawn from many nations and these multinational and multi- 
racial teams have been one of the program’s greatest assets. 

(c) The absence of political and national motives makes the U. N 
program more acceptable in areas where other types of aid may be 
suspect, 

In the Administration’s mutual aid program we especially com- 
mend the provision that United States aid to the U. N. program for 
United States pledges for support can be given at the same time as 
eee nations and thus insure continuity of planning and staffing. 

Therefore, on behalf of the National Council of the Churches of 
Christ, I bespeak the support and approval of the proposed provi- 
sions for the continuance of the bilateral and multilateral programs 
for technical assistance in accordance with the resources and strength 
of our Nation and for the mutual benefit of our own and other nations 
in their progress and development. 

The CHarrmMan. Doctor, | judge from your statement you rather 
think the multilateral approach would be the better for reasons 

which you have set forth here in your statement. 

Dr. Gorwatp. That has been the attitude of the National Council 
of Churches. 

The Cuarrman. I think there is a good basis for it, personally. 

Senator Smiru. Now, Mr. Gotwald, you say your organization pre- 
fers the multilateral program. I take it you are not against the bi- 
lateral. 

Dr. GorwaLp. No, certainly not. 

Senator Smirn. I was at the United Nations this last year, and 
we had the question up of bilateral and multilateral technical assist- 
ance. Of course, the U. N. is dealing with multilateral programs, 
but there are many people who feel, with the United States paying the 
largest percentage of all the contributions into this general fund, that 
there are some oceasions when we would be safer if we had control 
of what was done rather than possibly have Soviet control. 

So that is why I have a strong feeling we must maintain leeway for 
bilateral as well as multilateral programs in the United Nations, and 
I think you would agree with that. 

Dr. GorwaLp. Yes, I would. 

Senator Smiru. That is all. 

The Cuatrman. Thank you very much, Doctor. 

Senator Mansrie.tp. A good statement, Doctor. 

The Carman. Mr. John T. Byrne, executive chairman of the 
Association of Marine Underwriters of the United States. Have a 
seat, sir. We will be glad to hear from you. 


STATEMENT OF JOHN T. BYRNE, EXECUTIVE CHAIRMAN, ASSO- 
CIATION OF MARINE UNDERWRITERS OF THE UNITED STATES 


Mr. Byrne. Mr. Chairman, I have here a brief statement, and I am, 
with your permission, giving you an extended statement. 

The Cuarrman. It will be received. You may proceed. 

(The statement submitted by Mr. Byrne is as follows:) 
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\iEMORANDUM OF THE ASSOCIATION OF MARINE UNDERWRITERS OF THE UNITED 


4 
STATES 


Since the inception of the ECA, American marine underwriters have sought 

the right to compete for the marine insurance on shipments financed by 

ECA and its successors, MSA and FOA. At no time have they sought a prefer- 
ce or subsidy of any kind 

In September 1948, ECA declared that its policy was not to provide dollars 
r the payment of marine-insurance premiums on ECA-financed commodities. 
Unable to induce ECA to change this regulation, the American surance 
nderwriters brought the matter to the attention of the Joint Committee of the 
House and Senate on Foreign Economic Cooperation and a hearing took place 

February 16, 1949. At the hearing the chairman of the joint committee re- 
ested the representatives of ECA and the underwriters 

a satisfactory solution of the problem. 

Thereafter there were further meetings between the representatives of ECA 
ind the underwriters and on February 28, 1949, ECA announced a modification 
f its policy on marine insurance and stated that it would finance dollar insur- 

in connection with ECA-financed commodities when requested by the par- 
pating country. The underwriters protested the ruling as unsound and 
ointed out that it gave no relief to the American marine-insurance market since 

did not provide for normal terms of sale or give the American market a fair 
opportunity to compete for the insurance. Underwriters further pointed out the 
egulation was unsound from ECA’s own point of view since the failure to pro- 
ide for commercial practice on competitive rates left no safeguard for the cost 
f the insurance premiums which would be charged. On March 2, 1949, the 
chairman of the joint committee wrote to the Administrator of ECA protesting 

gulation. 
On March 8, 1949 Senator Connally, a member of the joint committee, intro- 
ced 8S. 1209 which subsequently became Public Law 47, Sist Congress, and now 
mstitutes section 112 (j) of the Economic Cooperation Act of 1948, as amended, 


s follows 


mit ¢ 





to endeavor to work 


the res 


‘The Administrator shall, in providing assistance in the procurement of 
ommodities in the United States, make available United States dollars for 
marine ‘insurance on such commodities where such insurance is placed on a 
competitive basis in accordance with normal trade practices prevailing prior to 
the outbreak of World War II.” 

Thus it will be seen that before the enactment of section 112 (j) and even 
efore the introduction of $8. 1209, ECA had already modified its policy and 
agreed to finance dollar insurance when requested by the participating country, 
so it cannot be claimed that the purpose of section 112 (j) was merely to compel 
he Administrator of ECA to provide dollars for marine insurance since he was 
already doing so. The purpose of section 112 (j) was that the granting of dollars 
for marine insurance should not be conditioned upon a request by the participat- 
ing country but upon the placement of the insurance on a competitive basis in 

cordance With normal trade practices prevailing prior to World War IL. 

The ECA Administrator refused to change his regulation and FOA still re- 
fused to grant dollars for the payment of marine-insurance premiums unless the 
participating country requested it. Most participating countries refused to 
request dollars for marine insurance unless the insurance was placed in their 
domestic insurance markets and by this discrimination in favor of their do- 
mestic insurance markets to the detriment of the American insurance market 
they were able effectively to prevent the American insurance market from 
competing for the insurance. 

The purpose of adding section 112 (j) was to remove marine insurance from 
the category of services which the participating country could in its discretion 
authorize or not authorize, and place marine insurance in the sphere of inter- 
national competition, where it has historically stood. This purpose of section 
112 (j) was made clear by a colloquy which took place on the floor of the 
senate on July 1, 1953 (see Congressional Record for July 1, 1953, p. 8000.) 
Senator Saltonstall, after referring to section 112 (j) said: 

‘“* * * nevertheless, as a practical matter MSA refuses to allocate dollars 
for the payment of premiums on marine insurance except upon the request of 
the participating country. Since participating governments in most cases do 
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not make such requests unless the insurance is placed in the market of the par- 
ticipating country, American insurance companies are effectively kept from 
insuring the shipments and in fact competition is eliminated. Is that the 
Senator's understanding of the way this provision was intended to work? * * *” 

Senator Smith of New Jersey, in reply to this question, stated : 

“In other words, I do not think that this provision of the act should be inter- 
preted by the Administrator so as to give a competitive advantage to the marine 
insurance markets of the countries we are trying to help economically.” 

This colloquy was called to the attention of FOA. FOA, however, remained 
adamant and refused to change its ruling which conditioned the allocation 
of dollars for the payment of marine-insurance premiums upon the request of 
the participating country. 

The regulations of FOA and the refusal or failure of the participating countries 
to request dollars for marine-insurance premiums have effectively prevented 
American marine underwriters from competing for the insurance on FOA ship- 
ments. This is evidenced by appendix I which shows that for the period from 
January 1, 1953, to June 30, 1954, only 5.21 percent of FOA shipments were insured 
in the American marine-insurance market. Appendix 2 shows that only 27.57 
percent of the cotton exported under FOA during the period July 1, 1953, to 
June 30, 1954, were insured in the American market. It has been estimated 
that before the inception of BCA more than half of United States exports and 
80 percent of the cotton exported from the United States were insured in the 
American market. It is clear, therefore, that by reason of the FOA rulings 
the American marine-insurance market has lost a substantial portion of the 
insurance it would normally write on American exports if the American market 
were allowed to bid for the insurance in an open, competitive, international 
insurance market. 


GROWTH OF MARINE INSURANCE DISCRIMINATION 


The growth of discrimination in marine insurance by foreign countries—laws, 
deccees, and regulations which require that commodities shipped to or from 
their countries must be insured in their domestic insurance markets—has been 
a disturbing factor in international trade since World War II. Such laws 
in effect give the foreign country’s domestic insurance market a monopoly 
on the insurance on exports and imports, and with the removal of international 
competition, the insurance premiums inevitably become higher. This discrim- 
ination has reached such alarming proportions that it has become the concern 
of various international organizations. 

The Economic and Social Council of the United Nations at its 13th session 
in 1951 passed Resolution 379G (XIII) which requested governments to adopt, 
insofar as possible, a policy of nondiscrimination in transport (marine) in- 
surance, and to permit the placing of transport insurance on the most economical 
basis. The Secretary General of the United Nations made a study of this type 
of discrimination which is the subject of a report attached hereto, Document 
B/CN.2/139, December 23, 1952. Since that report was made Colombia, Mexico, 
and Pakistan have promulgated laws or regulations which in effect require all 
imports into those countries to be insured in their domestic insurance markets. 
FOA, by its refusal to grant dollars for marine insurance unless the participating 
country so requests, encourages participating countries to discriminate against 
the American marine-insurance market, and to require that the insurance on 
FOA-financed shipments be placed in the domestic insurance markets of the 
participating countries. 

In addition to thwarting the will of the Congress as expressed in section 
112 (j) of the Economic Cooperation Act of 1948, as amended, FOA has failed 
to support the congressional policy of fostering a strong American marine- 
insurance market. In the declaration of policy of the Merchant Ship Sales 
Act of 1946 (50 App. U. 8. C. 1785), it is stated: 

“(a) It is necessary for the national security and development and mainte- 
nance of the domestic and the export and import foreign commerce of the United 
States that the United States have an efficient and adequate American-owned 
merchant marine * * * supplemented by efficient American-owned facilities 
for * * * marine insurance, and other auxiliary services.” 
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Even more recently, in 1949, the House Merchant Marine and Fisheries Com- 
nittee in Report No. 220, 8ist Congress, stated that: 

“The Congress has several times in the past forcefully stated its position 
with regard to fostering the growth of the American marine-insurance market. 
It is the consensus of your committee that the Economic Cooperation Admin- 
istration and all other administrative agencies of the Government should keep 
cognizant of the policy heretofore expressed by Congress on this subject.” 

There is little force in the argument that the participating country should 
be allowed to refuse to request dollars for marine insurance and thereby con- 
serve its dollars for other purposes. If the foreign purchaser insures in his 
own currency and the commodities are damaged or lost during the ocean trans- 
port his loss will be paid in the foreign currency and he will be made whole for 
the purchase price which he paid in his own currency into the participating coun- 
try’s counterpart fund. Yet the commodities are still presumably needed by 
the participating country, and replacements of the lost commodities must be 
purchased with dollars, which necessitates a further allocation of dollars by 
FOA to the participating country which sustained the loss. In the final analysis, 
the dollar loss, in such a case, is borne by the American taxpayer. 

Marine-insurance premiums constitute a very small fraction of the total de- 
livered cost of the goods. In the report of the Ad Hoc Committee of the Special- 
ists of the American Republics To Study Freight and Insurance Rates to the 
Inter-American Economie and Social Council (Doe. 18E, dated March 11, 1952) 
it is stated: “Under normal conditions of foreign trade, the cost of insurance 
represents only a small proportion of the cost of the goods insured. The gross 
cost of marine insurance on such goods usually varies from two-tenths of 1 
percent to seven-tenths of 1 percent of the delivered cost.” 

It should also be pointed out that approximately 60 percent of total premiums 
received is returned by the insurance companies to assureds as loss payments, 
In 1953 the loss ratio of the marine-insurance companies was 62.7 percent, which 
means that for every premium dollar they collected they paid out 62.7 cents 
in the form of loss payments; the loss ratio in 1954 was 57.6 percent. 

The Association of Marine Underwriters of the United States have been un- 
ible to induce the FOA to change its regulations with respect to marine in- 
surance so as to allow the American marine-insurance market to compete for the 
insurance on FOA shipments. Accordingly, the association respectfully requests 
that the legislation dealing with foreign economic assistance incorporate a pro- 
vision to take care of this situation. 

The American marine underwriters now feel that the only way to prevent 
further damage being done to their market is by recourse to legislation. We do 
not wish to presume to advise this committee what that legislation should be, 
however, it should be designed to nullify the discriminatory and restrictive in- 
surance measures taken by participating countries that are furnished assistance 
by the FOA or whatever agency of the United States administers the foreign 
economic aid program. It should also be designed to direct such agency to grant 
dollars for marine insurance whenever the insurance is placed on a competitive 
basis in accordance with normal trade practices. The legislative history of sec- 
tion 112 (j) of the ECA Act of 1948 as amended, we feel clearly shows the intent 
of Congress that the American marine-insurance market must be permitted to 
compete for the insurance on commodities financed by the FOA and similar 
agencies, but the FOA has refused to administer it on this basis. 

We sincerely hope that the Congress will use its legislative strength to correct 
the serious damage that has been done to normal competitive trade practices 
in ocean-marine insurance, 
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\ = Paid shipments of commodities from the United States unde 
Foreign Operations Administration (Economic Cooperation Administration) 
Mutual Security Agency) Appropriations compared to shipments insured 


in the {merican cargo insurance market, Jan. 1, 19538, to June 30, 1954 * 
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APPENDIx 2.—Paid shipments of cotton from the United States under Foreign 
Operations Administration (Economic Cooperation Administration) (Mutual 
Security Agency) ippropriations compared to shipments insured in the 
imerican cargo insurance market, July 1, 1953, to June 30, 1954 
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Mr. Byrne. My name is John T. Byrne. I am representing the 
Association of Marine Underwriters of the United States. 

The association is comprised of 73 domestic insurance companies 
engaged in writing ocean marine insurance. 

I am submitting to the committee a » prepared memorandum to ex- 

lain in detail the position of our association in connection with marine 
nsurance on shipments financed by F O A. 

Since the inception of the ECA, American marine underwriters 
have sought only the right to compete for the marine insurance on 
oe nts financed by ECA and its successor agencies. ( ongressional 
action has, in our opinion, endorsed and supported our position. How- 

wr, ECA, MSA, and now FOA administration has failed to respond 
to  Sicaiaeadaaiaia’ action. 

The American insurance market has never sought a preference 
or subsidy of any kind, nor do they now. Since World War II, how- 
ever, a situation has developed in which country after country has 
enacted restrictive insurance laws or regulations which have had the 
effect of giving to the insurance markets of those countries a virtual 
monopoly of the marine insurance on shipments to and from those 
countries. In connection with United States Government-financed 
aid shipments, such as FOA shipments, United States funds have some- 
times been used to help build up these monopolies. 

There has been a progressive deterioration of the competitive 
situation. Our first study, based on ECA-MSA operations for the 
period July 1, 1949, to May 31, 1950, showed that the American in- 
surance market insured 10.1 percent of shipments financed by ECA 
MSA. Our second study, for the period from geuaie) 1, 1953, to 
June 30, 1954, showed that only D: "| percent of FOA s hipm ents were 
insured in the American market. Under normal competitive condi- 
tions. the American market would have insured well over half 
the shipments. 

\s to cotton shipments, the American market would o%y ally in- 
sure about 80 percent, but from July 1, 1953, to June 30, 1954, only o7 
percent of the FOA-financed shipments were insured here. 

Cotton shippers have objected strenously in their trade papers and 
otherwise to being forced to accept insurance placed in foreign markets 
and over which they have no control. 

[t is our belief that, if the foreign buyers and the American sellers 
were free to negotiate their insurance on the terms and conditions 
and at the rates best suited to their transactions, in accordance with 

normal trade practices, the foreign buyers would request dollars for 
marine insur are premiums to a far greater extent than the above- 
mentioned figures indicate. 


AMERICAN UNDERWRITERS UNABLE TO COMPETE FOR INSURANCE 


However, FOA regulations by refusing to grant dollars for in- 
surance premiums unless the partic ipating government so requests, 
have contributed to preventing American underwriters from com- 
peting for the insurance. Participating countries take advantage of 
this regulation in order to control the insurance for their own market. 
And it is our firm belief that lack of competition has increased the 
cost of insurance for the buyer. 
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This is not only a matter of interest to insurance companies. For- 
eign traders, here and abroad, have recognized and deplored the ex- 
istence of these obstacles to the free flow of international commerce. 
The Economic and Social Council of the United Nations has gone on 
record by requesting governments to adopt insofar as possible, a policy 
of non-discrimination in marine insurance. 

The International Chamber of Commerce has adopted resolutions 
opposing such restrictive practices. The International Monetary Fund 
has this subject under continuous observation at the present time. 

It should c remembered that insurance companies do not keep all 
of the premiums received. In the marine end of the business, for 
example, it usually happens that about 60 percent of these premiums 
are returned to the assured in the form of loss payments. The purpose 
of insurance is to provide a fund to replace property or goods lost or 
damaged. Merchandise for which dollars have been expended should 
be insured so that dollars will be returned if the goods are lost or 
damaged. 

Insurance in the American market in dollars means that losses can 
be paid in dollars without a drain on the limited dollar resources of 
other countries, which limited dollar resources are the real reason for 
the adoption of foreign-aid programs by the United States 
Government. 

The American marine underwriters now feel that the only way to 
prevent further damage being done to their market is by recourse to 
legislation. 


LEGISLATION SHOULD NULLIFY DISCRIMINATORY INSURANCE MEASURES 


We do not wish to presume to advise this committee what that legis- 
lation should be. However, it should be designed to nullify the dis- 
criminatory and restrictive insurance measures taken by participating 
countries that are furnished assistance by the FOA or whatever 
agency of the United States administers the foreign economic aid 
program. It should also be designed to direct suc h: agency to grant 
dollars for marine insurance whenever the insurance is placed. on a 
competitive basis in accordance with normal trade practices. The 
legislative history of section 112 (j) of the ECA Act of 1948, as 
amended, we feel clearly shows the ie of Congress that the Ameri- 

can marine insurance market must be permitted to compete for the 
insurance on commodities financed by the FOA and similar agencies, 
but the FOA has refused to administer it on this basis. 

We sincerely hope that the Congress will use its legislative functions 
to correct the serious damage that has been done to normal competitive 
trade practices in ocean marine insurance. 

Thank you, sir, for the privilege of reading that statement. 

The Carman. We thank you, sir, for your appearance. I would 
like to ask you 1 or 2 questions. 

You state here at the last that the American marine insurance 
market must be permitted to compete for the insurance or commodities 
financed by the FOA and similar agencies. I didn’t know that that 
was the case. 

Mr. Byrne. Well, it is a way of speaking, sir. Their administering 
of these particular things prevent competition, as far as the marine 
insurance market is concerned. 
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The CuArrman. Mr. Byrne, I was one of the early members on this 
ommittee who said that we should favor our own products. There 
sa lot of sense in it and a lot of reason for i 

But, after all, this program is not a relief program for our own 
people, that is, for our farmers or our merchants or our marine In- 
surers, and so forth. We shouldn’t discriminate against them, but 
you say here that the Government consistently followed a policy which 

lid discriminate against you. 

Mr. Byrne. Because of the way they administer amounts to that. 

The CuaimMan. I never understood that that was true. 

Mr. Byrne. The way it is administered would take some time to 
explain, but the way they administer it amounts to restriction on 
go ey ee 

The Crarrman. I am sorry if that is true. But you must realize 

hat this can’t be a relief program for our own people. 

Mr. Byrne. Well, sir, we didn’t consider it relief when 90 percent 
of the cotton insurance, for instance, which was normally placed in 
his country—— 

The CHArrMAN. Do you write at the same rates ? 

Mr. Byrne. Yes, sir. 

The CuarrMan. Do you meet competitive conditions / 

Mr. Byrne. We have to meet competitive conditions, and we do all 
the time. 

The CuatrMan. Even if you meet competitive conditions, you mean 
to say they discriminate against you / 

Mr. Byrne. Senator, we are forced to meet competitive conditions. 
Marine insurance is really the only competitive insurance there is in 
the world. ‘They don’t give us a chance, they won’t give us a chance; 
under their administration we are not allowed to compete for this 
insurance. 

The CHarman. Well, I am sorry if that is true. That puts a 
different light on it. Any questions, gentlemen ? 

Senator CaprHArtT. Mr. Chairman, I think we should ask the FOA 
to give us a report on this suggestion. 

Senator Mansrrep. That is what I was going to suggest. 

The Cuarrman. I would like to have them come up and make a 
report to us. 

Senator SmirH. Mr. Chairman, you may remember we had this 
problem up before. 

The CHatrMan. Yes. 

Senator Smirn. There seems to be a continuous sort of diserimina- 
tion against our people. 

The Cuatrman. That’s right, and that shouldn’t be. Because we 
are carrying on the program, we should not discriminate against our 
own people. 

Mr. Byrne. In my extended statement we have given some exam- 
ples why these other countries can’t do it cheaper, sir. 

The CHatrMan. We are glad to have your statement for the record. 
I think we should ask FOA for are port. 

Mr. Holt, will you please ask FOA to report on this point. We 
should know something about this. Thank you very much, sir, for 
your appearance. 

Mr. Byrne. Thank you, sir. 
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The Crarmman. The next witness is Mr. Norman Gottlieb. Sa 
Antonio, Tex., accompanied by Mr. John Sevier. 
The following report was subsequently furnished :) 


STATEMENT OF HAROLD E. STASSEN ON MARINE INSURANCE ON SHIPMENTS 
FINANCED BY THE FOREIGN OPERATIONS ADMINISTRATION 


rom time to time representatives of the United States marine insurancs 
industry have requested that FOA take steps to have a larger share of the insur 
ance on FOA-financed shipments placed in the United States market. In sub 
stance the industry contemplates a change in FOA procedures whereby marine 
insurance would be bought without the approval of the importing cooperating 
country. I believe that any such change would be harmful both to basic prin 
ciples of our foreign-aid program as well as to the best interests of the United 
States marine insurance industry. 

Our consistent use of the phrase “cooperating country” and the designation 
of the new agency as the “International Cooperation Administration” are sig 
nificant indications of the basic concept of our effort as a means of strengthen 
ing the free world through cooperative effort. To require that marine insurance 
be financed by FOA, whether or not the cooperating country approved would do 
violence to the entire concept of the program as a cooperative venture. 

I am convinced that to bypass the cooperating countries in financing marine 
insurance would seriously injure the American marine insurance industry 
The marine underwriters have consistently fought for “freedom of insurance” 
and for the end of discriminatory practices. This cause is one to which I 
heartily subscribe. Surely then it would be inconsistent for an agency of the 
United States Government to take an action calculated to force the purchase of 
marine insurance in the United States market even though such a purchase was 
contrary to the desires of the cooperating country. Any such move would be 
used as an excuse for the restrictive practices of foreign governments. Con 
sidering that the foreign-aid programs constitute such a small part of total 
United States exports it would seem that at its best the marine underwriters 
would have little to gain and much to lose by such a step. 

In the interest of administrative efficiency we do not separate expenditures 
for marine insurance in our records. We are unable therefore to comment on 
the reported FOA-financed participation of the United States marine insurance 
industry in our program. It is important to note that even if such statistics 
were available they would not reveal the amount of insurance placed in the 
United States market. For example, two of the cooperating countries in the 
European program have sought virtually no FOA-financed marine insurance. 
These countries have, however, chosen to place in the United States market, with 
their own free dollars, a substantial volume of marine insurance on FOA-financed 
shipments. In other words the absence of FOA financing does not necessarily 
mean the absence of dollar marine insurance. 

In summary let me say that we treat marine insurance at least as favorably 
as other items in the program are treated. We make funds available for such 
financing when included in programs concurred in both by FOA and the cooperat 
ing countries, and provide in our regulations that “dollar payments of premiums 
for ocean marine insurance * * * on FOA-financed commodities procured in the 
United States will be eligible for financing by FOA * * *.” In one sense our 
treatment of marine insurance is significantly more favorable to the United 
States marine insurance industry. We do purchase commodities in offshore 
markets but not one dollar of FOA funds has been used to pay for foreign marine 
insurance. 


STATEMENT OF NORMAN GOTTLIEB, PRESIDENT, H. STEELE & CO., 
SAN ANTONIO, TEX., ACCOMPANIED BY JOHN SEVIER, MANAGING 
EXECUTIVE, H. STEELE & CO., SAN ANTONIO, TEX. 


Mr. Gorrures. Mr. Chairman, Iam Norman Gottlieb. I would like 
to present our point of view. Mr. Sevier will augment the arguments. 

We are both American citizens. We are residents of Mexico and 
we work for, fundamentally, a Mexican corporation which is owned 
by American investors. 
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The Cuarrman. What is the H. Steele Co. ? 

Mr. Gorr.ires. We also have a corporation, that is a Texas corpora 

n, but we are interested particularly in presenting the viewpoints 
is concerns an American investing in a foreign country. 

The CuatrrMan. Very well, we will be glad to hear you. 

Mr. Gorriies. What we are presenting is of no great value to us 
mmediately. However, we do feel it will help the economic situation 

all of Latin America. 

We only pretend to know a little bit about Latin America because 
that is where we operate, specifically in Mexico, and a little bit in 
some of the countries to the south. 

We think that to increase the mutual security of the Western Hemi- 
sphere it is necessary that the economies of the Latin American 
countries be strengthened, as this will ‘help to prevent the influx of 
any Communist ideology. 

We feel that you gentlemen have overlooked a = aps very cheap 

nd easy method for accomplishing the strengthening of the economies 

ind this is what we would like to present. 

I don’t have to tell you that an influx of private American capital 

ito the Latin American countries would be of enormous importance 
n raising the standards of living, increasing the facilities, agricul- 
tural, industrial and otherwise available there, in the event of diffi- 
culties between the Western democracies and the other parts of the 
world. These facilities would make for a more stable political situa- 
tion also in the Latin countries. 


ELIMINATION OF INCOME TAX ON FOREIGN INVESTMENTS 


We feel that the Congress could, perhaps, through elimination of 
taxation on income received from investments abroad by American 

tizens, whether resident here or not, greatly increase the impulse 
for this type of private investment abroad at a very low cost to the 
United States. 

We understand that this bill has to do with some billions of dollars, 

and we appreciate that these grants and loans in such large quantity 

are extremely necessary probably for the United States. 

But the type of thing that we are talking about, as we explain it, 
is not going to cost the “United States much, and here is why. Take 
an eX umple of say $1 billion invested as a result of this elimination 
of tax on incomes from abroad. Normally this $1 billion if invested 
in the United States might earn $50 or $60 million a year, and the tax 
on it might be, we will say, $30 million. 

This is a small sum as against $1 billion of investment or a loan 
or grant of which you gentlemen have been talking before, and we 
feel that this is a point of view that has not been appreciated by the 
Congress. 

We also feel even this $20 or $30 million in taxes would eventually 

be recovered because the economic conditions in these countries would 
be improved to such an extent that they would become much better 
customers for American products in the future, and the taxes on the 

‘orporate profits for shipments out of the country at a somewhat later 
date would more or less offset the loss through the investment, the 
original investment abroad. 
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Now we know that the Government has indicated a favorable in- 
clination toward private investment abroad, but so far we haven’t seen 
anything that would really encourage the individual investor. 

There have been bills before giving some credit or proposing some 
credit or relief generally for subsidiaries or other affiliated corpora- 
nome operating abroad, but the private investor gets nothing. 

) far he has no relief and he, I think, is the greatest potential 
source of good will and private capital for Latin America. 

The Cuarrman. You are not proposing that he have a complete 
exemption, are you? 

Mr. Gorrures. Yes, sir. 

The Cnatrman. You might take all the capital out of this country, 
Mr. Gottlieb. 

Mr. Gorruies. That of course isthe argument on the other side. 

The Cuatmrman. No; I fought for liberal treatment, I favored the 
China corporations in the Western Hemisphere, which gave them 
approximately 14 percent, and I favored the provision in the code 
last year, which was not adopted, to give all of our American investors 
a slight differential, but if you are going to give them all of it, why 
I am afraid that everything would leave us. 

Mr. Gortiies. Well, sir, it is my understanding that even the pro- 
posal last year had only to deal with the corporation income, it had 
nothing to do with the private investor. 

The Cuarrman. We were going to make it applicable to private as 
well as corporate investors if we had adopted it, but we didn’t. We 
put it over and we thought that the House would come up and give us 

1 chance to discuss it with them, and they accepted what we ‘did to 
Seah k it all off, which wasn’t what we wanted. 

But I am afraid you are a bit too liberal in suggesting complete 
exemption. I think Senator Capehart here would agree with me that 
our people would want to put all their money down ‘there. 

Senator Carrnarr. They would at least put a part of it, I assure 
you. 

The Cratrman. There should be some differential, but you are sug- 
gesting all of it. 

Mr. Gorriirer. Well, at least that is a suggestion. 

The CHatrman. Yes. Well, we appreciate that. You are a bit 
more liberal than we are on that point. 

Mr. Gorriies. Sir, the point is we feel, and as I say, this has nothing 
to do with us individually, because the way we operate it is of no im- 
portance to us, but we feel there is obviously an additional risk for 
an American investing abroad. 

The Cuarmman. Oh, certainly there is. 

Mr. Gorrires. And in order for the Congress to encourage private 
investment by the small investor, it is necessary to give him a chance 
to make a considerably greater gain. 

The Cuatrman. That’s right. 

Mr. Gorrires. Normally he can make that, but then he comes back 
here and he pays out a high percentage of that in taxes to the United 
States Treasury. 

The Cuatrman. That’s right. 

Mr. Gorruies. And it is our feeling that the gain for the United 
States Treasury is comparatively small as compared to the potential 
gain for the increase in economic stability in these countries. 
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TAX RELIEF TO INDUCE PRIVATE INVESTMENT 


Now there is one other thing I would like to call to your attention. 
So far most of the types of aid that have been suggested will be Gov- 
ernment administered or will be administered by large corporations. 
Particularly in Latin. America—I don’t pretend to know anything 
about the rest of the world. There is a great feeling—you wouldn’t 
call it resentment—but there is a reluctance to deal with the American 
Government or large American corporations actually because of the 
feeling that the Government and even the corporations have too 
much power, vis-a-vis the local governments. 

And therefore we feel that a relief to the private investors, a per- 
centage relief or whatever you like, would induce them as against the 

large corporations to invest, and would create a much better feeling 
among the peoples to the south. 

It would also increase the amount of travel by people with economic 
interests in the south, and that would normally induce,good will be- 
tween the countries, because there is a great deal of misunderstanding 
obviously on our part here and on their part there about the things 
that the other people think about, and so we are inclined to think that 
f you can do anything to increase individual investment or small- 
business investment as against large-business investment, you will be 
doing a great deal at a very small cost for Latin America, and so for 
the United States. 

The CuarrMan. I would be inclined 
proposal. 

Mr. Gorriies. Well, sir, that is the proposal that I have to make, 
and I certs ainly appreciate the opportunity. 

The CHarrmMan. We are very glad to have you. Did you wish to 
say something, Mr. Sevier ? 


vith you on that 


DIPLOMATIC EFFECT OF AMERICAN BUSINESS OPERATIONS ABROAD 


Mr. Sevier. As Mr. Gottlieb said, we are American citizens living 
outside of the United States, working outside there, living outside 
there. We are usually on the outside looking in on such discussions 
as are going on here today. This afternoon we are on the inside look- 
ing out for a change, and it is a very great honor and it is very 
edifying. 

We are employees of a private American investor. We are the em- 
ployees of a man who went to Mexico 35 years ago and established a 
Besad He is still operating that business. He employs 1,600 Mexi- 
cans. He has five offices throughout the Republic. The diplomatic 
effect of that operation down there for the United States in favor of 
Americans is tremendous. It has more effect than a loan from the 
Import-Export Bank or any large governmental operation, because 
an organization like this private investor for whom we work treats 
directly with the Mexican Republic, and through that close, intimate 
association, the impersonality of a bank loan or a Government grant is 
dissipated. 

We know from our experience down there that a small private 
investor opening up a shoe store or a furniture factory or anything 
and acting the way he should act carries more weight in favor of 
the United States, does more for American ideals than almost any- 








480 MUTUAL SECURITY ACT OF 1955 


thing that can be devised on a very large scale. That is why we would 
like to see more private American investors. 

The Cuatrman. This committee would agree with you in your basic 
philosophy, but I think you are a bit too liberal to expect this country 
to adopt a policy of giving complete tax exemption for investments 
abroad as long as our people have to pay such heavy taxes in the 
United States. 

But we are glad to have your views. There is no doubt about your 
philosophy being right. 

We agree about that because an individual there in Mexico or any 
place else doing business as an individual or as a member of a small 
company or a large company, if he is the right kind of American, 
he will create more good will than any number of good agents, there 
is no doubt about that. We agree with you. And there should be a 
differential made. The only point is how far we should go. 

Mr. Sevier. We would like to see you go as far as you can. 

The CHarrman. We appreciate that. Any questions? 

Senator SmirH. Just one more I would like to ask you. You would 
expect us to impose some Government protection ? 

Mr. Gorruies. No, sir. 

Senator Smirn. You would take a chance? 

Mr. Gorter. Mr. Steele, who is the founder of our company, has 
operated there as Mr. Sevier said for more than 35 years. We have 
never asked for nor received—— 

The Cuarrman. I admire that in business. 

Senator Smrru. Usually we are asked for some kind of protection. 

Mr. Sevier. We must obligate ourselves in Mexico to adhere to the 
Mexican laws. We are entitled to no greater protection than a Mexi- 
can is, no matter what happens. 

The CuatrMan. I think you are right on that point. 

Mr. Gorruies. That is why we would like liberalization, as I say, 
not from our standpoint but to encourage others to do the same thing. 

The Cuatrman. I congratulate you on the soundness of your view- 
point. 

Senator Carenart. I agree with you, Mr. Gottlieb, that they should 
have some advantage, but I don’t believe we would dare vote a hundred 
percent. 

The Cuatrrman. Thank you very much for your appearance here, 
gentlemen. 

(The statement submitted by Mr. Sevier and Mr. Gottlieb is as 
follows :) 


TESTIMONY OFFERED BY JoHN H. SEVIER AND NORMAN W. GOTTLIEB IN 
CONNECTION WITH THE MutTuAL Security BIL. 


Gentlemen, we appreciate this invitation to present our ideas to your com- 
mittee. We represent a firm that has been doing business in Mexico for thirty- 
odd years and we feel that our approach to the mutual problem may be of some 
interest to you since it will present a viewpoint slightly different than usual. 

We are interested in mutual security in the Western Hemisphere and to ac- 
complish this, in our opinion, it is necessary that the economies of the Latin 
American countries be strengthened to prevent the influx of Communistic 
ideology. 

ENCOURAGING FOREIGN INVESTMENTS 


The easiest and cheapest method to obtain this end for the United States is 
to encourage the investment of American private capital in these countries. 


wo en ere, 
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An increase in the influx of capital in its turn would strengthen the economies 
these countries, increase the standards of living, modernize, and this is most 
iportant, the industrial, agricultural, and mining facilities of the countries, 
nd stabilize the political situation. As a result, in the event of another catas 
ophe, the United States would be able to gain greater aid from all these mod- 
rnized facilities as well as from stable political and economic entities. 

Greater private American investments in the countries to the south would 

crease travel in those areas by United States citizens for the purpose of in- 
estigating and protecting their interests. The Latins would have the oppor- 
tunity to become familiar with individual Americans and with the policies of 
the United States Government, resulting in a much better mutual understanding. 

The American investor is interested obviously in high returns. He will not 
nvest outside the continental limits of the United States unless he sees the 
chance of making a greater return than from an equal investment within the 
country. This is so because he would be operating under additional risks since 
he would be investing in countries where, at least at the present time, the 
political and economic problems are considerably greater than they are in the 
United States, and the situations are less stable. 

It is our opinion that the American Government should encourage these in- 
estments by American citizens by opening the prospects of greater returns 
through the elimination of American income tax on income earned from these 
sources, 

As we all know, the American Government has indicated that it is favorably 
inclined toward investments by citizens abroad but up to the moment we see 
o concrete encouragement for such investments and we feel that the elimination 
of this tax on income from investments abroad would be the first major step. 

Incidentally, such a change in the tax laws would place American nationals 
for the first time on equal footing with nationals of many other countries in- 
vesting in Latin America. 


COST TO UNITED STATES MINIMAL 


It is our opinion that the cost to the United States would be minimal. As an 
example, if a billion dollars were invested in Mexico, the loss of normal income 
from this money, if it had been invested in the United States would be $50 
million, more or less, and the tax loss to the United States Treasury would 
be in the neighborhood of $25 million. This is a very small price to pay for 
the advantages that we have mentioned. 

In addition, it is probable that the need for intergovernmental economic aid 
would decrease, with a considerable saving to the taxpayers of the United States. 
In our opinion, the Latin countries would prefer private investments to govern- 
mental aid since they would have less feeling of being in the position of poor 
relations subject to impositions by the wealthy uncle. 

As a result of the expanded economies in these countries, more products of the 
United States could easily be acquired by them and more tax would be collected 
by the United States Treasury from profits of the companies exporting these 
products. Therefore, the overall tax loss would be negligible. 

We understand that there have been some proposals of small tax credits to be 
allowed by the United States in this case. We feel that the small percentage 
of credit would be of little inducement to the average American investor and that 
due to the small cost to the United States, it would be possible to allow a 100 
percent exemption from American income tax on earnings from these sources, 

In conclusion, we suggest that at a comparatively small cost, the United States 
could insure by this step a tremendous increase in the security of the Western 
Hemisphere as with economic stability would go stable democratic governments, 
and through greater travel of Americans to Latin America we wouldn’t be sending 
to these countries our best ambassadors of good will. 


The CuamrmMan. Mr. Stephen 8S. Scopas. We are glad to have you, 
sir. You are here representing the Order of AHEPA, and you are 
going to speak to us about aid to Greece. 

Mr. Scopas. Yes, sir. 

The Cuarrman. That is a pertinent question. 
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STATEMENT OF STEPHEN S. SCOPAS, PRESIDENT, ORDER OF AHEPA 


Mr. Scopas. My name is Stephen S. Scopas, and I am a national 
president of the Order of AHEPA. This is a fraternal order of 
American citizens, principally of Hellenic origin. We have 420 
chapters throughout the country. In fact, we originated in 
Atlanta, Ga. 

The CHarrman. I know you did, and you have been a fine 
organization. 

Mr. Scopas. And we have had our banquets here and it has come 
to the attention of our organization 


The Cuarrman. Your people are among the most substantial in 
my State. 





EARTHQUAKES IN GREECE 


Mr. Scoras. Thank, you sir. It just so happened that this year we 
were down on our annual excursion which takes place and is sponsored 
by the AHEPA to Greece. We went down on March 25, and while 
we were there this earthquake in Volos broke out and it ruined the 
fourth largest city of Greece, which is an industrial center. 

The Crarrman. How large is that city? 

Mr. Scoras. It is 60,000 in population but the area affected 100,000, 
and 82 surrounding villages. It employs about 15,000 in flour mills 
and cotton mills and machine shops and cigarette factories. Ninety 
percent of the homes were shattered either completely demolished and 
ruined or antwhabstalle requiring reconstruction. 

Only 10 percent of the homes in Volos and the neighboring villages 
remained intact. 

Eventually as representatives of the AHEPA we visited the stricken 
area. We had raised a few thousand dollars on board the ship. We 
gave it to the governor of Volos, who is a civil-service employee, to 
help reconstruct the orphan asylum there, and I must tell you, Mr. 
Chairman, that they were thrilled by this spontaneous and humble 
contribution from the members of the AHEPA who were on the 
scene, 

As we know, the people of Greece have suffered from the wars with 


the Nazis and the Fascists and later they suffered by successfully 
resisting the Communists’ aggression. 


The Cuarmman. We know that now. 


EFFECT ON ECONOMY 


Mr. Scoras. Then on top of that, Mr. Chairman, came the earth- 
quakes and the Ionian relief in Thessaly and the Peloponnesus, and 
now this Volos catastrophe has brought about a serious question to the 
economy of the nation. 

As I understand it, Greece as a member of NATO must maintain 
12 divisions which amounts to more than 50 percent of her budget, 
or her national income. It is important that she continue to do that. 

We here in America want the bastion of democracy and the free 
world there in the Mediterranean and in the Near East. I was filled 
with admiration there when I saw the optimism of the people and a 
desire to help themselves. I visited the governor in the shattered 
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ruins of the governor’s mansion, and while we talked they were afraid 
the cracked ceiling might fall down at any minute, but nevertheless 
he was continuing to use those headqu: irters. 

The mayor of Volos was conducting his business in a tent. People 
were being shaved on the sidewalk, stores had closed and some of 
them had opened by conducting their business on the sidewalks of the 
villages. 

We saw rubble and ruin and the governor there, the military gov- 
ernor, who has declared semimartial law, had all the people helping 
to extricate this rubble that was a result of this earthquake. 

We saw there, and I think the committee is well aware of the fact, 
that the Prime Minister and his governor imposed new taxes imme- 
diately, personal income taxes and excise taxes upon already imposed 
excise taxes of last year for the Ionian earthquake. These new taxes 
are calculated to raise $33 million. 

The ruin, the damage in that area, is estimated at $80 million. By 
helping themselves and straining their economy to the utmost they 
may raise, they can raise this $33 million from excise taxes and cigar- 
ettes, amusements and additional taxes on personal income. It there- 
fore creates a problem of a $50 million deficit in meeting this new 
tragedy of this country. 

I have no doubt that the Senate Foreign Relations Committee in 
making its recommendations for aid this year will take judicial and 
legislative notice of these facts, of this new catastrophe. I think it is 
to the interests of our country that we do everything to keep that 
country from falling apart. 

It is already strained to the economic breaking point. They are 
doing everything themselves to help themselves. They have tightened 
their belts. 

They are suffering from heavy tax burdens already imposed by the 
Government, and I think that this new cat: istrophe here will be con- 
sidered by the honorable members of this committee because it is a 
matter of helping our own cause of world freedom and democracy. 

The Cuarrman. Well, Mr. Scopas, I think we can assure you—I 
don’t know how the other members of the committee feel—that we 
should do all we can for Greece. And the amount in this bill as 
tentatively allocated isn’t very great, but we do know your problems 
and we know your value to the free world. 

So far as I am concerned, I shall be right on your side trying to do 
something more for you. 

Mr. Scopas. Thank you very much, Senator. 

Senator Smirn. The only question I raise, Mr. Chairman, is this. 
It is nothing in regard to the relief for Greece. We are deeply inter- 
ested in that. 


HOW ASSISTANCE SHOULD BE HANDLED 


I raise the question whether this shouldn’t be a special emergency 
relief proposition all of its own because of this great catastrophe, 
rather than sort of a part of our regular year-to-year program. 

Mr. Scoras. Senator, that is a matter for you to determine. I think 
you are right there because this is an emergency relief and it might 
be better handled that way. 
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The Cratrman. That’s right. The only problem is whether we 


could do it by special legislation or whether we should do it with this 
bill here. I don’t know how the other members may feel. I might 
be very much in the minority and wouldn’t want to mislead you. 

Mr. Scopas. You see I understand here that the policy of our Gov 
ernment is to decrease aid gradually to the point where they could 


help themselves, and they were well on their way to that kind of 


recovery, well on the way. Then this new catastrophe took place. 

The Cuarrman. That’s right, and they have had two disasters in 
succeeding years. 

Mr. Scoras. And they were just getting out of that Ionian disaste: 
which was even greater. 

The trouble here is that they weren’t just islands where there was 
just agriculture where people were just tilling the soil. They gave 
15,000 employment there in that industrial center, and these people 
are homeless. 

By the way, there are 35,000 homeless. The Red Cross came in and 
rendered tents and blankets and all that. They are going to do that. 

The Ahepa organization here in the country will raise a couple 
hundred thousand dollars, but the deficit there is $50 million between 
the damage, what the new taxes will bring in and what they need. 
Perhaps that should be, as the Senator said, special emergency legis- 
lation or relief, but that is for the committee. 

The Crarrman. It is of that nature, but then we have the practical 
question before us. It will be considered by the committee, I am sure. 

Senator Mansrrerp. I join with the chairman and Senator Smith 
and Senator Capehart in expressing great admiration for and recog- 
nizing the fact that the reason the Greeks are keeping these divisions 
on the Bulgarian frontier is because of what I understand to be the 
insistence of General Barth. 

Mr. Scoras. General Barth has insisted he wants that military aid, 
and he has recommended to this committee, I was told, that assistance 
be given. 

The CHatrman. It isn’t a lack of sympathy or understanding of 
your problem. It is a question of how we should do it. 

Mr. Scoras. It might be special legislation of an emergency nature 
to conform with the policy of the committee and the country at this 
time. But that is to be determined by you gentlemen. 

May I reserve the right to file a written memorandum tomorrow with 
the committee, together with photographs ? 

The Cratrman. Yes, file it with the clerk of the committee, and he 
will give it to the reporter. 

Mr. Scopas. Yes, sir; also a statement by the representative of 
CARE who was there, an eyewitness report. He gave it to me, and I 
would like to file it with you. 

The Cuarrman. We will be glad to have you file it. 

Mr. Scoras. Thank you very much. 

The CHairman. Thank you, sir. 

(The following information was subsequently furnished. Photo- 
graphs have been made a part of the permanent file of the committee. ) 


STATEMENT OF STEPHEN 8S. Scopas, SUPREME PRESIDENT, ORDER OF AHEPA 


I am thankful to the Committee on Foreign Relations of the United States 
Senate for its courtesy in permitting me to testify before it on mutual security 
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legislation to be considered, proposed, and enacted by the United States Congress. 

I come before you as the national president of the Order of Ahepa, the largest 
organization of Americans of Hellenic extraction in the United States, with 
over 800 chapters of the Ahepa and its auxiliaries spread throughout every 
city and State of our country. 

I was in Greece as head of the annual Ahepa excursion which sailed from New 
York on March 26, 1955 on two transoceanic liners, the Greek flagship, SS. Queen 
Frederika and TSS. Olympia. Seventeen hundred Ahepans and their friends 
visited Greece and were able ambassadors of good will between the United 
States and Greece. 

CATASTROPHE IN GREECE 


I visited the stricken area of Volos in company with our supreme treasurer 
Socrates V. Sekles of Pontiac, Mich., and George Rodis, a prominent Ahepan 
from New York. I saw with my own eyes the destruction that rendered Volos, 
the fourth largest city in Greece, an industrial city, in ruins. The business of 
the city hall and all other public offices was conducted in tents. Barbers shaved 
the people on the streets and the stores were either shut down completely or had 
moved their wares to the sidewalks. The people lived in tents or shelters of 
tin, fiber, lumber, cloth, and cardboard. 

The people everywhere hailed us as Americans with the declaration that “with 
your help from America, we will survive this catastrophe.” 

I visited the governor of Volos in the ruins of the governor’s mansion and also 
the military authorities in charge of reconstruction. Everywhere I went I saw 
the grim determination of the people to help themselves to the fullest extent of 
their abilities. The action of the Greek Government in imposing new and higher 
personal income taxes and excise taxes was proof of their desire to help 
themselves. 

My personal impression, as well as that of the members of my organization, 
is that despite the generous aid of the United States, Greece has not received 
adequate assistance in proportion to the ravages which she has suffered. Post- 
war reconstruction and further development of her resources are vital if the 
standard of living, which at the present time is the lowest in Europe, is to be 
raised. In traveling throughout Greece, speaking with Government officials on 
all levels and inhabitants in all walks of life, we were impressed that the most 
pressing and acute problems confronting Greece have not been carefully studied. 
A thorough search has not been made to determine the basic and underlying 
economie ills. It is obvious that no cure has been formulated for economic 
recovery. 

It should not be forgotten that the invasion of the Italian, German, and Bul- 
garian Armies not only resulted in a great loss of life, but utterly ravaged the 
country further intensified by the Communist uprisings which were to follow. 
We should also bear in mind that were it not for the heroic and effective stand 
of the Greek people against the Communists, not only Greece, but Italy as well 
as Turkey might have fallen in the hands of the totalitarian aggressors. 

It is a recognized fact in international relations that the Communist menace 
is just as prevalent today as it was during the years immediately following 
World War II. As a result of this ever-present threat, Greece has been com- 
pelled to maintain for years a standing army of at least 12 divisions requiring 
more than 50 percent of her total budget for its maintenance. As a result, 
reconstruction of the devastated country has been seriously impeded and 
neglected while other nations in the meantime have been able to restore their 
economies through American aid. Not Only is this unfair to a faithful ally, 
but it also endangers the national economy of Greece. This is of extreme im- 
portance as she must continue to be an effective and key member of the free 
nations of the world. In comparing budgetary allocations it cannot be denied 
that other European countries with stronger economies and greater natural 
resources are spending less for military purposes. Under the provisions of 
NATO, Greece must maintain a minimum of 12 military divisions. General 
Barth, head of the American military mission in Greece, recently stated that 
“Greek forces could not be cut so as to leave the northern frontiers denuded.” 
He further pointed out that “the prevailing system of mobilization was excellent 
and that Greece was doing everything possible to carry out her commitments 
and to maintain these forces.” He stated further, that he would earnestly 
recommend continuing assistance by the United States. 
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DISCOURAGING ECONOMIC SITUATION 





This discouraging economic situation has been intensified by the catastrophic 
earthquakes in 1953 in the Ionian Islands and of 1954 in Thessaly and the 
Peloponnesus, climaxed by the tragic and demoralizing earthquakes suffered 
in the Volos region during the past few weeks. The tragedy is now complete 
Additional thousands of houses have been reduced to rubble making a total of 
almost 200,000 homeless and destitute people. The destruction of Volos, fourth 
largest city and industrial center of Greece, and the neighboring area of 
Pelion, besides the frightful loss of life and injury, has deprived the precarious 
national economy of an important industrial and commercial center of Greece. 

According to the most recent information available, it is estimated that in 
Volos proper 35 percent of all buildings have been completely destroyed; 35 
percent are uninhabitable; 20 percent are reparable and 10 percent intact. The 
60,000 inhabitants of this once thriving city were employed in and dependent 
upon a number of industries constituting the backbone of Greek industry such 
as cement, cigarettes, farm equipment, metalworking, foundries, wool, cotton, flour 
mills, ice plants, tanneries, fish preserves, and building materials. It is also 
estimated that from 10,000 to 15,000 persons in the area of Volos and Pelion, 
an aggregate population of about 100,000, were employed in the foregoing 
industries. 

Prime Minister Papagos, in a statement of April 27, 1955, called upon his 
people to make new sacrifices in support of the new burdens that the nation must 
bear in the wake of this destruction. He added that this new catastrophe, 
added to those of the previous 20 months, must be relieved at once with a pro- 
gram for immediate rehabilitation of the stricken population requiring addi- 
tional taxes in the amount of $33 million from the Greek people. 

In announcing new taxes to raise revenue for disaster reconstruction, Prime 
Minister Papagos stated that he was fully aware that this added economic 
burden would absorb the last resources of a country, which despite a meager 
national income, is obliged to defend its freedom and the cause of democratic 
peoples by maintaining military forces beyond its budgetary capacities. 

As a direct result of the Volos earthquakes new taxation has been imposed 
upon the Greek people in addition to already existing heavy taxes. Personal 
income taxes have been increased by 20 percent; custom duties on sugar, coffee, 
pulses, fish, meat, and cheese have likewise been increased. All basic and staple 
items, with the exception of wheat, have been subjected to greater taxation. 
In addition to the foregoing, new and greater excise taxes have been added 
on transportation, amusement tickets, cigarettes, and other items, such taxes 
having been previously imposed after Ionian disasters. It should be pointed 
out that these taxes must be borne by all the Greek people regardless of their 
personal economic condition. 

More than $80 million is needed for rehabilitation and reconstruction resulting 
from the Volos calamity. Therefore, additional assistance of at least $50 million 
is imperative to supplement the amount being asked of the Greek people. In- 
creased taxation is accompanied by the threats of inflation and war, constituting 
a severe deterrent to industry and new enterprises. 

During the fiscal year 1954-55 the cost of maintaining military forces repre- 
sented 54.87 percent of the entire national income of $294 million. The principal 
sources of this income being agriculture (37.9 percent) and manufacturing 
(15.8 percent). Thus the loss of the industrial production of Volos will affect 
acutely revenues for the forthcoming fiscal year as well as the ensuing periods 
until reconstruction is effected. To this must be added the loss of individual 
income so vital to the national economy. 

A survey of United States aid to Greece for the fiscal year 1954-55 reveals 
the following: 


Ise INE UI I i accept ete nc oe $50, 682, 000 
Tee en ee ne 26, 200, 000 
a a 76, 882, 000 
1955-56: Existing or pipeline balance___.....-_...-__._________- 10, 000, 000 
I ni al ei ce ee ee 15, 000, 000 
OI ce ieee 25, 000, 000 
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Noting the previous deficits and faced with the added burden of the recent 
disasters, it is obvious that a far greater deficit is anticipated for 1955-56. 

A comparison of recent United States aid to Yugoslavia, Turkey, and Greece 
shows that Greece has received far less aid proportionately to her population and 
commitments. Aid to Turkey amounts to $70 million and aid to Yugoslavia 
amounts to $45 million for defense in addition to $15 million for common use. 
Che high level of Greek military expenses due to commitments is out of all 
proportion to their capabilities. ' _" 

The only solution to this serious problem is the continuation of traditional 
American aid toa people who gave the Allies the first victory and sacrified them- 
selves in the sacred cause of world peace. This is their only salvation and hope 
for reconstruction and economic recovery 

The estimated $SO million needed for rehabilitation and reconstruction will 
be met by the anticipated revenues from new taxes imposed by the Greek Govern- 
ment which will yield approximately $33 million. Additional assistance from 
the United States Government of $50 million at this time is the indicated amount 
that will prevent a deterioration of the national economy of a faithful and loyal 
ally of America which stands as the bulwark of the free world against com- 
munism in the Mediterranean and the Near East. 





REPORT ON VOLOS EARTHQUAKE 
(By Henry Greenebaum, CARE Representative in Greece) 


The first news of the tragic Volos earthquake destruction came to me while I 
was checking the CARE surplus butter and cheese programs in Salonica. Friday, 
April 22, the phone in my room at the Palas Hotel rang. It was Edward 
Greaves, CARE’s chief of mission in Athens, who told me that I should get hold 
of my traveling companion, Bert Johannson of the Christian Science Monitor, 
and shoot down in our jeep to the seaport of Volos, 215 miles away. 

Violent earth tremors had been felt in Volos every day since Tuesday of that 
week, and the town was reported to be undergoing a constant and none-too- 
gradual process of disintegration while panic-stricken crowds fled to nearby hills 
outside the town and others rushed to the town’s dockside. Crews of the ships 
anchored in the harbor at the time reported that screaming women and children 
were begging to be allowed to leave the “cursed land” that threatened to destroy 
their lives and property. Newspaper stories circulating throughout Greece an- 
nounced that while people were on their way to work on Thursday morning the 
earth started to shake violently and in a few minutes Volos (described in 
Hachette’s Guide to Greece as a “charming town of 65,087 inhabitants * * * the 
port and market center of Thessaly with important cereal and oil mills, tan- 
neries, textile, and cigarette factories which rival those of Greece’s chief seaport 
of Piraeus”) was turned into a shambles. Other accounts told of scenes of 
extreme panic in the ruined town where the number of casualties was increasing 
hourly as Greek Army detachments assigned to the area searched through the 
scattered debris. 

By Friday, 100,000 persons from the town of Volos and 32 surrounding villages 
were reported left homeless, 6 killed, and 70 injured. The death toll was said 
to be comparatively low because all of the inhabitants were staying out of doors 
following the first quake on Tuesday. The latest tremors had doubled the un- 
employment in Volos from 5,000 to 10,000. Greece’s Prime Minister, Marshall 
Papagos, declared that the economic stability of a poor country like Greece was 
seriously threatened as a result of this latest catastrophe. 

Early Saturday Bert and I arrived on the scene with our interpreter. As we 
entered the town it appeared that only a scattered number of buildings were 
completely demolished, but as we approached the town’s center we immediately 
realized that the reports were not exaggerated. Only 15 percent of the buildings 
were said to be fit for habitation. People had settled down to living in tents and 
jerry-built shelters of tin, fiberboard, odd assortments of lumber, cloth, and eard- 
board. jarbers were shaving their customers on the sidewalks. Many stores 
were either entirely closed or their occupants had moved into the streets along 
with the wares that could be salvaged. The Greeks are a sturdy, defiant people 
accustomed to enduring the hardships created by man and nature. One could 
immediately sense that they were trying to carry out their daily tasks as they 
would normally within the limitations created by the emergency. 
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While army bulldozers were grinding away in an effort to clear some of t) 
mmense piles of building rubble, pulling down weakened houses which threatened 
» topple any minute, I interviewed some of the survivors. They all had the same 

sad story to tell. They asked me if I thought America would help by sending 


some emergency supplies of food and other necessities. Always in the past they ; 
had counted upon Americans for aid in times of stress and disaster. They had ff 
never been disappointed 2 

lo the little girl who stood behind a barbed wire entanglement which sur- * 


rounded a tent that was now home to her, I said, “Yes, you can be sure that you 
story will reach millions of sympathetic Americans who will give generously to 
help their brave Greek friends.” 

Later I also visited the Child’s Asylum of Volos where I interviewed the 
director, Mrs. Amalia Zoghlopitou. American surplus butter and cheese had bee: 
listributed here through CARE. The 42 orphaned girls, ranging in age from 
3 to 16, were being fed with some of this food which has been rescned from the 
ellar of the destroyed building by Greek Army personnel who were sent in as 
emergency teams to clear the fallen wreckage. The orphanage had been de- 
stroved and the girls were now living in tents set up on the grounds of the old 
institution. Tears came to their eyes as they expressed their thanks for th 
enerous help which had come from America through CARE. Just then I felt 
another earth tremor, and I knew it was time to get back to Athens and write 
this report. 


The CuarmmMan. National Farmers Union, Mr. Reuben Johnson. 


STATEMENT OF REUBEN JOHNSON, LEGISLATIVE ASSISTANT, 
NATIONAL FARMERS UNION 


Mr. Jounson. Mr. Chairman, the president of National Farmers 
Union, Mr. James G. Patton, is a member of the Public Advisory 
Board of the Foreign Operations Administration. He served for 
many years as a member of the Public Advisory Boards of the Eco- 
nomic Cooperation Administration and the Mutual Security Admin- | 
istration. 

Mr. Patton served as a United States delegate to all of the early 


meetings leading up to the establishment of the Food and Agricultural ie 
Organization of the United Nations, and has served as a delegate to | 
many of their meetings. 

The organization I represent here today is a member of the Interna- | 
tional Federation of Agricultural Producers, an organization made up ; 
of national farm organizations of the various countries of the free ‘ 
world. Mr. Patton is a member of the executive committee of that i 
organization. 

The National Farmers Union and its officials have had a continuing : 


interest in activities and programs which bear upon this Nation’s 
efforts to increase the economic strains, productive capacity, and liv- 
ing standards of the free nations and to bring peace to the world. 

We are convinced that the farmer members of IF AP organizations 
in other nations have similar interests to those of farmers in the United 
States. Basic in their desires is the goal of peace and mutual under- 
standing between the nations of the free world and the hope that the 
community of democratic nations will grow in number. 

We recognize the need for armed strength by the free nations, Mr. 
Chairman, in this time of world tension caused by the threat of im- 
perialistic communism. 

The United States must recognize and make clear to other nations 
that the common defense against imperialistic communism requires a 
development in every free nation of a reliable modern defense force 
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ipable of repelling aggression and prepared to act in concert with 
efense forces of other noncommunistic nations to bring the agg 
trial before world opinion. 
[his ineludes the acceptance by the United States of the major 
incial burden for the acquisition and maintenance of military hard- 
are in most nations outside of Europe. 
United States economic programs must be geared to this reality. 


ressors 


STRENGTH THROUGH HUMANITARIAN CONSIDERATION 


We also recognize that st rength can come to the free world through 
moral and humanitarian considerations as well. In many areas bet 
ter nutrition and clothing for low-income people can be a more potent 

ace builder than armaments. 

‘The N National Farmers Union has emphasized for a long while, and 
emphasizes now the great, important and decisive role abundant 
United States food can play in building friendship and support for 
the United States on a rmanent basis. 

The program of the National Farmers Union adopted by delegates 
to our national convention cites two major obstacles to the attainment 
of true world brotherhood. I quote as follows: 


There are today two major obstacles to the attainment of true world brother- 
hood and permanent peace. One is the continued existence throughout the world 
f colonialism, uncorrected and indefensible evils which provide the seedbed for 
prising and revolt. 

The other is the fact that the rulers of the Soviet Union, instead of cooperat- 

g to the end of free government, have revealed imperialistic world aims and 
determinations to exploit every wrong for their own imperialistic purposes. 

We must work to ease and ultimately end starvation, exploitation, feudal- 
sm, dictatorship, badlands tenureships, discrimination, and all other injustices 
ind threats to world peace. 

In one area of this comparatively young Nation’s history, only about 
75 years ago, in fact, the Colt revolver in the belt of the frontiersman 
vas knewn as the equalizer. The mere sight of it was thought to dis- 
ourage attack. This era, however, was short lived. 

Our early citizens grew sick of bloodshed and developed confidence 
: in their ability to pass fair and just laws. The desire of peace and 

order put an end to the Colt revolver as a symbol of equality of 
strength. 

The Colt revolver of 75 years ago is gone, but in its place and in a 
different setting we have the atomic or hydrogen bomb, which has 
somehow become the symbol of strength, the “equalizer.” 

We sincerely hope that, like the Colt revolver, the atomic and hydro- 
gen bombs will cease to become symbols of strength and equalities and 
that, like our frontier citizens we will develop greater confidence in 
our ability to pass the laws necessary to bring and preserve permanent 
peace, 

We must keep in mind the Bandung Conference. There we ob- 
served the great desire of representatives of Asian nations for freedom, 
freedom of the kind which President Roosevelt spoke about on Jan- 
uary 6, 1941, when addressing the Congress. And I quote as follows: 

We look forward to a world founded upon four essential human freedoms. 
rhe first is freedom of speech and expression everywhere in the world. Second, 
s freedom of every person to worship God in his own way everywhere in the 
world. The third is freedom from want which, translated into world terms, 
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means economic understanding which will secure to every nation a healthy, peace- 
ful life for its inhabitants everywhere in the world. 

The fourth is freedom from fear, which, translated into world terms, means 

worldwide reduction of armaments to such a point and in such a thorough 
fashion that no nation will be ina position to commit an act of physical 
aggression against any nation anywhere in the world. 

Mr. Chairman, these four freedoms we are convinced are the kinds 
of freedom sought by many of nations represented at the Ban- 
dung Conference. We submit that they are good yardsticks by which 
to measure the legislation you are considering. 

L'nited States farmers and most other United States citizens we 
firmly believe want the inhabitants of other nations to be free from 
oppression and to enjoy a better life and to be able to earn a better 
living. 

The country’s historic documents of liberty reflect the natural proc- 
esses of extending the freedom of the individual to even wider groups, 
of expanding the content of freedom and of readjusting it to the new 
and changing needs of society. 


SUPPORTS ESTABLISHMENT OF DEMOCRATIC WORLD ECONOMIC UNION 


In this connection, we have supported the establishment of a demo- 
cratic world economic union consisting of nations that will subscribe 
to the kind of democratic right and privileges set forth in our own 
Constitution and the Bill of Rights which are, of course, examples of 
documents which resulted in extending freedom of the individual to 
greater numbers of people. 

Until such time as a democratic world economic union can be estab- 
lished and put into operation, we are convinced that the policies of 
the United ae ates operated through the Foreign Economic Agencies, 
the United Nations and the specialized agencies such as Food and 
Agricultural Organizations, should be adopted to coincide as n arly 
as possible with the kind of economic program for the free world 
as would be developed if an economic union of democratic nations 
were in existence. 

That is to say we feel that the largest possible proportion of our 
technical assistance and economic development ee should be 
implemented through the agencies of the United Nations. 

Moreover, we are convinced that those parts of these programs that 
cannot under current. conditions be best administered through the 
United Nations, should be carried out as fully as possible through 
the voluntary private foreign policy organizations, such as CARE. 

This has two advantages, we feel. First, it helps to overcome the 
appearance as well as the actuality of economic imperialism. 

Second, we are convinced that we can be more fully assured that 
the people in other nations who need our economic help most will 
be likely to receive it if programs are administered through private 
relief organizations rather than through Government pr ocedures, 


SUPPORTS TECHNICAL ASSISTANCE PROGRAM 


We want to particularly support the technical assistance program 
conducted under the auspices of the United Nations, which is pro- 
vided for in the bill before you. There is need, in our judgment, 
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for action which would make possible a United States pledge in 
November 1955, for the 1956 calendar year. 

To accomplish this will require that $814 million be authorized for 

e last half of the 1955 calendar year, and $151 > million for the 1956 

a dar year. It would be a serious mistake for the United States 
9 eut this program in which 75 different governments have pledged 

<100 million since 1950. 

Mr. Chairman, we appreciate the opportunity to express our views 
efore you on a mutual aid bill. I have brought along several other 
tatements which relate to the legislation under consideration, which 

express the views of the National Farmers Union in greater detail. 
| request your permission to insert them in the record at this point. 

The CuatrMAN. You may file them with the reporter. 

(The documents above referred to are as follows:) 


REIGN ECONOMIC OPERATIONS OF THE UNITED STATES GOVERNMENT IN THE FAR 
AND MIDDLE EAgr 


(Excerpts from a report by John A. Baker ) 
SUGGESTED IMPROVEMENTS IN POINT 4 ACTIVITY 


The United States has over the past several years attempted to find a part of 
he answer to the $64 question through various point 4 programs of economic and 
echnical assistance to other nations, both through agencies of the United Nations 
nd regional groupings of nations and through direct assistance—nation to nation. 

A first-hand examination of the results of such efforts in several underdeveloped 
ations of the Far and Middle East suggest a need for the following improvements 

our foreign economic operations: 

1. The United States has been, and is, working against itself in major ways 
hile temporarily buying time with point 4 projects. Examples: Iranian Oil 
iispute; Arabian refugees from Palestine; failure to somehow provide a market 

r Egyptian cotton, Ceylon rubber and a more permanent market for Japanese 

and German manufactured products ; specific embargoes against imports of dairy 
products; the indignity of immigration barriers based on race, religion, and 
nationality. 

2. The United States must recognize, and make clear to other nations, that 

the common defense against imperialistic communism requires the development 
every free nation of a reliable modern defense force capable of repelling ag 
gression and prepared to act in concert with defense forces of other non-com- 
1unist nations to bring the aggressors to trial before world opinion. This in- 
ludes the acceptance by the United States of the major financial burden for the 
cquisition and maintenance of military hardware in most nations outside of 
Europe. United States foreign economic programs must be geared to this reality. 
3. The United States should do everything it can immediately to bring about the 
establishment of a Democratic World Economic Union, coupled with a much 
broader and stronger moral, diplomatic and financial support of the United 
Nations and its specialized agencies such as Food and Agriculture Organization, 
International Bank, International Labor Organization, and World Health Or- 
canization, and of various international regional groupings. 

There is need for a much greater recognition than now exists in United 
States policy, that a great deal more than just the dispatch of a couple score of 
Johnny Appleseeds (technical assistants) to a foreign shore is required to do the 
ob of giving some measure of hope for improving conditions to the restless poverty 
stricken of the world, particularly in light of the need for building in all of these 
nations an adequate defense military force. Export of technical know-how 
falls short in at least two important ways. 

>». Almost exclusive emphasis upon improved technology and better production 

methods has given a false impression of excessive materialism on the part of the 
United States as well as being self-defeating, because people will not adopt better 
methods if the unchanged institutional structure takes the gains away. To cor- 
rect this, improvement of institutions should be given equal priority with improved 
techniques. Social ends, human dignity, must have equal billing with better 
breeds of hogs and the like, if we are to win the struggle for the hearts and minds 
of mankind. This means lobbying, in the best sense, as well as education. 
62426—55 32 
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6. In the underdeveloped countries which I studied, poverty, squalor, illiteracy 
ind hopelessness are so intense and so firmly encrusted by governmental and 

rivate traditions, customs, hab‘ts, laws, class structures, inertia and other in 
stitutions, that only the dynemite of dramatic resource development and wider 
oreign trade outlets (or of revolution) can blow the society off dead center. 
rhis means economic investment in addition to technical assistance. 
7. Too much emphasis has been placed, in the point 4 program, on the national 

sufficiency of each nation through industrialization, and too little upon the 
levelopment of favorable trade outlets for such raw materials and manufactured 
products as these nations can produce at a comparative advantage. For ex- 
ample, there appears to be no reason why Taiwan (Formosa) should try to be- 
ome self-sufficient in sugar, nitroglycerin or fertilizers, to name a few. 

8. Too little recognition of the need for institutional changes has often resulted 
in too little attention to the persuasive or lobbying side of United States foreign 
economic operations. For example, United States fertilizer, irrigation pumps, 
ind cloth-distribution programs have too often resulted in financing a perpetua- 
tion of usurious credit arrangements, exploitative landlord-tenant relationships, 
and monopolistic middleman syndicates. It has been demonstrated, for example, 
that the Philippine sharecropper actually loses money by buying MSA fertilizer, 

9. For the foreseeable future, it is the opinion of this observer that the foreign 
economic programs of the United States Government should be centralized into 
a single agency outside the State Department with a head of cabinet rank. 
These activities must be freed from the month-to-month, as well as the day-to-day, 
detailed control of political desks in the State Department. 

10. All of the personnel of the United States Government engaged in foreign 
economic operations should be on the payroll of that independent agency and 
should be incorporated into a foreign economic career service similar to the 
Foreign (diplomatic) career service and the domestic civil service. At present, 
it is possible for the TCA mission in a country to be made up of, and resemble, 
a loose collection of 45 separate Washington and stateside United States agencies 
and departments on whose payrolls the personnel is carried. The bureaucratic 
jealousies and suspicions thus engendered render coordinated work practically 
impossible. 

11. The “cooperation through organization” approach, such as that utilized by 
the Joint Commission on Rural Reconstruction in Taiwan (Formosa), the “servi- 
cios” of the Institute of Inter-American Affairs in Latin America, the structure 
used by New Korea Company in United States military government of South 
Korea, and similar approaches used by the American International Association 
in Venezuela and Brazil, appears to be a great deal more effective than the “par- 
ticipation by hourly or daily-renewed invitation”, as practiced in most of our 
foreign economic missions, as a means of getting an underdeveloped economy and 
society off dead center. 

The essence of “cooperation through organization” is that, upon the basis of 
nitial invitation and governmental level negotiation, one or more new institu 
tions are established in the country to be assisted. This new institution, farm 
credit agency, development board, or whatever, is not a part of either government 
exclusively, but a part of both. United States and other government personnel 
ire integrated into a single joint administrative structure instead of being located 
“across town” from each other in separate autonomous groups, cooperating, if 
at all, on a tenuous day-to-day basis across sovereign national boundaries. 

12. Many of the desirable resource development projects needed to put real 

fe into the point 4 program, could be wholly or partially self-liquidating if the 
funds could be advanced at low rates of interest and repayments could be made 
n local currency rather than in dollars. 

13. Too much emphasis has been and is being placed upon the balance of trade 
of a nation as a criterion of the need for the extension of United States economic 
cooperation. In Egypt and Thailand, for example, the potential value of these 
ountries as national demonstrations of the value of the point 4 approach to other 
1ations in the Arab bloc and in Southeast Asia, respectively, should outweigh 

nsiderations of trade balance position. Whatever favorable trade balances, as 
such, underdeveloped countries might temporarily have in the foreseeable future, 
ould be very easily wiped out if the nation chose to use some of its funds to 
finance government services to only slightly raise the currently very low level 

f living of their own populations. 

Pending the working out of broader trade possibilities involved in im- 
ed preduction efficiency in European and other manufacturing industries, and 
rreater emphasis upon merchandizing products for sale in United States 
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arkets, the United States should explore the feasibility of making raw material 
higher than the world 


hases, such as cotton in Egypt and rubber in Ceylon, at } 


rcnhha 
price to other 


ce, for stockpiling and for sale at something less than the world pri 
of the free world who need and can make use of the material in the 


ntries 


nt cooperative effort. 
rhe National Security Council, or a replacement agency of similar type, 
hould be greatly strengthened so that it can more adequately coordinate and 
ill United States efforts of overseas areas. This agency should be sup- 
retariat, and with 


itegrate : 
with an augmented se 


ed with a public advisory committee, 
ywwers of enforcement. 


16. The country directors of United States foreign economic m 
to a grade more nearly commensurate with the importance of their 
A new grade, equal to that of ambassador but differently desig 


sions should be 
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esponsibilities. 
ited. should be established for this purpose. 
17. Diplomatie and reporting personnel of the regular State Department estab- 
be assigned the additional and secondary 

To do so, disrupts and weakens both types of 


shment should not duty of foreign 
onomic operations, 
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? 


“comic” cartoon SLrips, depicting 
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iltry selection, better hog management, or a better farm credit system in the 


l environment, such as I saw in MSA Information Division in Saigon, Vietnam, 
han a million dollars’ 


s worth a great deal more in effectiveness and good will t 
th of English language libraries and picture displays o 
lilding with three Cadillacs and a Chysler parked in fr: 
United States Information Service show windows over the world. 


the Empire State 


as can be seen in 


PEACE—ABUNDANCE—DEMOCRACY 


(By John A. Baker, National Farmers Union) 

n exercise of its economic world leadership, the United States can take either 
two routes: the road to scarcity or the road to abundance 
Faced with the problems of tariffs, low productivity, dollar shortages, em- 
irgoes, and other problems restricting sale of United States farm products in 
er countries, the United States can take the road of abundance or the road 
f scarcity. There are two kinds of scarcity roads: 

1. Economic isolation or go it alone; and 
2. Exclusive reliance upon cartel-dominated “free trade.” 
The United States can go it alone. American markets for American goods. 
Hold out competing imports; give States 
production. 

The United States farmer would have to shift 50 million a 
wheat, cotton, tobacco, rice, corn, soybeans, apples, and other commodities into 
production of something else that could be sold.in the United States. 

Large segments of United States industrial production would have to shut down, 
ay off workers, reduce consumer demand in the United States for farm com- 
modities for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers’ cost of living would 
ise owing to not being able to buy imported goods. 

Entire free world, including United States, production and living standards 
vould be reduced. “Stomach communism” in many area of the world would 
be promoted. A “Fortress America” would become inevitable. 

If we want this, if we want to go it alone, it can be done with preclusive pro- 
tective embargoes and tariffs against imports: expansion of “Buy American” 
refusal to support United States and FAQ; and stopping United States 


of 


I 


up foreign markets for United 


es now producing 


policies ; 


economic aid to nations of free world. 

The other road to scarcity is to rely exclusively upon cartel-dominated free 
nternational trade. 

We can do this by repealing our tariffs, abolishing our embargoes against 
mpeting imports, such as sugar, wool, feed grains, barley and dairy products; 
stopping United States economic aid to other countries: abolishing the United 
States Export-Import Bank, the International Wheat Agreement; pulling out of 
World Bank and International Money Fund; refusing to renew reciprocal trade 


eement, repeal section 22, and the escape clause. 
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International trade would then be dominated by international private cartels 
huge international trade monopolies. Only the farmers and other raw material ; 
producers of the world would enjoy the fruits of competition, 


Foreign countries could not be expected to greatly reduce their governmen ‘ 
restrictions on trade and currency exchanges. United States producers would ; 
be “set free” in an administered-price market dominated by foreign government 3 
regulation and international private cartels. Selling prices received by United . 


States producers would be uncertain and artificially low. Buying prices paid by 
United States consumers would be uncertain and artificially high. 
The world price of farm commodities and other raw materials such as tin 
rubber, and iron ore, would fluctuate greatly from month to month and year to | 
year. This would discourage productive investments and retard free world eco 
nomic expansion. 
Neither of these scarcity roads is the right road. 


INTERNATIONAL EXCHANGE OF MATERIALS 


The road to abundance is through negotiated international regulation of ex 
panded international exchange of materials—greater international economic 
cooperation and coordination, preferably through international agreements and 
agencies comprised of many nations, or negotiated agreements with other nations, 
one at a time. 

These include negotiation and establishment of (1) a world economic develop- 
ment agency; (2) additional international commodity agreements such as the 
International Wheat Agreement for each and every raw material that enters 
importantly into international trade; (8) renewal of reciprocal trade agree 
ment; (4) ratification of a GATT truly consistent with these principles: 
and (5) the proposed international food and raw materials reserve. 

If these things are done, this would 

(a) Encourage investments 

(b) Stabilize markets 

(c) Promote increased production in all countries. 

(d@) Reduce and ultimately eliminate famines, chronic undernutrition, low 
living standards, and 

(e) Make possible the use of abundant food supplies to aid in establish- 
ment in the lesser developed area of the world a system of public school 
for every child. 

A serious gap now exists in present United States laws and international 
agreements. 

There is no provision for international handling of interrelated financial and 
commodity market problems. 

Thus, the United States with 7 percent of world’s peoples, 30 percent of world's 
resources, but 74 percent of world’s manufacturing is using up resources very 
rapidly and does not have a stabilized source of supply. 

While, raw materials producing nations are still subject to wild “ups and 
downs” in world raw materials markets and monetary exchanges. 

To fill this gap we urge establishment of an international food and raw ma 
terials reserve to perform the following functions: 

(a) Prevent extreme price fluctuations in the international market for 
food and other raw material and encourage expanding production in order 
to meet the world’s increasing foodstuff and other raw material needs, both 
in terms of raising existing per person consumption and of future increased 
population ; 

(vb) Maintain gainful employment not only in agricultural production, 
but also in those industries supplying agriculture and engaged in the process- 
ing and distribution of agricultural products and other raw materials; 

(c) Absorb temporary market surpluses of food and other raw materials; 

(d) Prevent famine and starvation; and 

(ec) Provide for a self-financing operation through the orderly interna- 
tional exchange of raw materials and through the development of an inter i 
national program of loans for raw material development, and for corollary ‘ 
economic development. 


PROBLEM OF RAW MATERIAL PRICE FLUCTUATIONS 
Probably the most persistent, most disturbing and most perplexing of modern 


economic problems is the human suffering and relative stagnation enforced upon 
producers of raw materials by the extreme ups and downs in the prices of raw 
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saterials and consequently in their realized and expected incomes. The prob- 
lem is serious in all the more highly developed nations. It is even more seri- 
ously present and damaging in the lesser developed nations. 

Wide swings in raw material prices present prospective investors in raw 
naterial development, whether persons, firms or States, with a very large range 
of variation in expectations as to returns that can be earned by opening up and 
developing an augmented raw material supply. This condition is one of great 

sks where at any moment not only might part of the investment be rendered 
valueless but earnable returns may even fail to cover day to day operating costs 
and the entire enterprise will have to be shut down with attendant loss of 
ncome and human suffering. 

Faced with such great uncertainty in expectations both states and individuals 
are hesitant to open up or expand enterprises that are currently profitable but 
which may at any time dip drastically below the breakeven line through no 
fault of the enterprise management itself. The multiplication of this kind of a 
situation throughout farming and all other raw materials industries puts a very 
severe damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw material industries not 
only reduces the supply of such materials to meet human needs and to fuel manu 
facturing and other secondary industries, it also holds down the purchasing 
power of persons and firms on the raw materials sector and thus cuts down on 
sales, scale of operation, and consequently of income and purchasing power of 
the industrial and service segments of the economy. Consequently, the entire 
economy idles along at a lower rate of production and expansion than needs 
io be the ease. In the more highly industrialized nations the symptoms are 
seen in chronically depressed industries like farming and coal mining in the 
United States. Among the lesser industrialized nations, a drop in raw material 
prices can bring an entire nation dangerously close to bankruptcy and can 
directly cause a widespread drop in personal income and standards of living of 
the entire population. 

It is only natural that the economic segments and nations involved in these 
debilitating circumstances would take evasive and protective action just as 
an intelligent bomber pilot takes evasive action from destructive antiaircraft 
fire. 

Such protective or evasive action when taken unilaterally by different nations 
helps to solve the problems caused by fluctuating raw material prices only at 
the cost of reducing the magnitude of international exchange of commodities 
and thus results in all nations losing the advantages of specialization. Every- 
body in all nations has less real income and a lower standard of living than 
they might otherwise be able to attain. 

Through the administrative machinery of an international food and raw 
materials reserve, the stabilized prices of each different raw material that 
enters importantly into international trade would be negotiated and agreed 
upon. The reserve would thereafter stand ready at all times to buy any raw 
material commodity offered it at the agreed upon stabilized price and would 
stand ready to sell such commodities at the agreed upon stabilized price. 

The industry of advanced nations is chewing up basic resources at a tre- 
mendous and rising rate. For example, the United States which has 7 percent 
of the world’s population and 30 percent of the world’s natural resources accounts 
for 70 percent of the world’s manufactured goods. The United States is using 
up its resource base at a very rapid rate and very much faster than the rest 
of the world. To be secure in our rising living standards and to retain the 
resource base for an expanding economy, we must assure ourselves a stabilized 
source of supply of the raw materials for our manufacturing industry. The 
same situation is true in other industrial nations such as the United Kingdom, 
France, Germany, and Japan. The thought-provoking details for different com- 
modities were thoroughly considered in the Paley Report of several years ago. 

Highly industrialized nations could depend entirely upon private industrial 
concerns to make long term contracts with raw material producers in other 
lands. And this should be done. But it can only be successfully and securely 
accomplished under the protection and encouragement by governments and 
international economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations: one nation at a time. one 
commodity at a time. However, no supplier, private enterprise or state, 
wants to become dependent exclusively on one buyer; nor does any importing 
nation or industrialist want to become dependent upon only one seller. 
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Through the international food and raw materials reserve, exporting nations 
can obtain assured long-term stabilized markets and importing nations can 
obtain an assured long-term ample supply at stabilized prices of imports on 
terms that will not injure domestic producers who must sell their commodities 
in competition with imports. 

The international food and raw materials reserve would operate in coordina- 
tion with the International Monetary Fund and the World Bank. Many of the 
national restrictions we now have that hold down greater international exchange 
of commodities is the desire of nations to preserve their monetary position in 
different currencies, particularly dollars and pounds sterling. The international 
food and raw materials reserve would completely eliminate this problem by 
operating in terms of all currencies on the basis of internationally agreed upon 
official exchange rates. 


PERMANENT PEACE DEPENDS ON INTERNATIONAL INSTITUTIONS THRAT WILL 
PROMOTE MORE RAPID ECONOMIC GROWTH 


The international food and raw materials resolution has been before Con 
gress for nearly 2 years and has been reintroduced this year in both Houses 
The concepts involved in the resolution have their roots, in the still-unsolved 
problems of extreme human need, starvation, economic stagnation, and poverty 
throughout the world in the midst of surpluses of raw materials that cannot be 
sold at prices that will return an adequate stable income to producers. 

The genesis of the ideas are found in the efforts of National Farmers Union 
of the United States to work out a solution to the farmers’ income problem. 
Recommendations presented nearly 10 years ago to the International Federation 
of Agriculture Producers by National Farmers Union representatives were fully 
considered and favorably acted upon by this international private farm organi- 
zation among whose members are all the national farm organizations of the 
United States. 

The international food and raw materials resolution does not itself establish 
an international agency. The resolution merely calls upon the President to 
undertake negotiations with other nations to that end. Any agreements reached 
would, of course, be subject to review and ratification by the Senate of the 
United States and appropriation of any needed capital and other funds would 
have to be fully considered by both Houses. 

The international food and raw materials reserve will help solve many of our 
Nation’s most difficult problems of both domestic and foreign policy. It will 
make a major contribution toward permanent peace by facilitating a more rapid 
rate of economic expansion. Its operation will stabilize world raw material 
markets. It will put abundant production to work. 


rHE ROAD TO ABUNDANCE—INTERNATIONAL COOPERATION AND PLANNING 


The proposal for the establishment of an international raw materials 
reserve to cover petroleum, iron, ore, tin, rubber, and other raw materials, as 
well as food and fiber, is not new. An international food reserve resolution was 
introduced in 1953 by Senator Murray and 23 other Senators and by Congressman 
Metealf. 

A world food board idea was proposed immediately after World War IT by 
Lord John Boyd Orr, first Director General of Food and Agriculture Organization. 

An international commodity clearance house was proposed by committee of 
experts of FAO and IFAP, but was never ratified by the Governments. 

In 1954, the International Federation of Agricultural Producers meeting in 
Nairobi, Kenya, made the following policy declaration (the eighth in as many 
years): 

“Intergovernmentally agreed rules be adopted by the countries concerned re- 
carding principles to be followed in the disposal of surplus stocks in the world 
markets so that they interfere as little as possible with normal production and 
trade, and that effective intergovernmental machinery be established for con 
sultative purposes. 

“In the matter of a world food reserve should be kept under active considera- 
tion and to that end, the Committee recommends that the Secretariat prepare a 
study indicating the nature of the machinery needed to implement the plan and 
the obstacles that have stood in the way of attainment of this objective and 
giving all possible suggestions as to how such obstacles might be overcome.” 
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The international food and raw materials reserve should be buttressed and 
coupled with additional international commodity agreements similar to the In- 
ternational Wheat Agreement. 

At its 1954.-meeting, the International Federation of Agricultural Producers 
said in its policy statement: 

“IFAP reaffirms its faith in intergovernmental commodity agreements as a 
means of. bringing about greater stability in the prices of major commodities 
moving in world commerce and will assist in creating a better public under 
standing of the underlying philosophy of such agreements as an important means 
of stabilizing trade.” 

The United States is already embarked upon a small and timid program to 
make use of abundant United States farm production to further the aims of the 
United States foreign policy on a unilateral and bilateral basis through 


(a) Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480), which provides for sales for soft currencies up to $700 million 
and donations up to $300 million; these authorizations should, of course, 
be expanded. 

(b) Title I, Agricultural Act of 1954 (Public Law 690), provides for 
foreign sale and donation of up to $2% billion set-aside of CCC stocks. 

(c) “Farm product sales” amendment to Mutual Security (Foreign Aid) 
Act provides for sales up to $350 million in this fiscal year. 

(d) Section 416 of the Agricultural Act of 1954, as amended in 1954 
authorizes CCC to sell stocks at “competitive world prices and pay re- 
packaging costs and transportation from present location to shipping port.” 

(e) Section 32, enacted in 1938, allows up to 30 percent of tariff revenues 
to finance foreign sales of United States farm products. 


This program has an excellent aim. The major trouble with it is that which 
has already been revealed by the extreme slowness with which the program has 
been put into operation. In actual practice, even this unilateral United States 
program can be carried out only by international negotiation, seldom bilateral 
but usually requiring consideration for side-effect upon third and fourth parties. 
How much better if an international institution were available to operate this 
essentially good program. 

Half the world’s people have just about enough food for minimum sub- 
sistence—barely enough to prevent starvation—but not enough for health by 
any decent standard. Only one-third of the world population has enough food 
of the right kind to be well nourished. 

The average life expectancy in India is only 27 compared to United States 
figure of 68. 

in. India, 123 of each 1,000 babies born die in their first year. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 
1,000 babies that are born live to be 5 years old. 

To bring the average world-textile consumption per person up to only one- 
half the United States average of 38 pounds per year, would require an increase 
in world production of cotton and other fibers of almost 90 percent. 

Population increase in the last 15 years has outrun increase in food and 
fiber production in the world as a whole and in many different countries of the 
world, particularly in Southeast Asia, Southeast Europe, Northern Africa, Ger- 
many, and Austria. 

To be safe, nutritionally, over a long period, requires about 1,900 calories a 
day with some protein from animal sources in warmer tropical climates; and 
2,200 calories a day in cooler areas, such as the United States. In all the world, 
except a handful of countries in Western Europe, North and South America, 
Australia and New Zealand, the people on the average live at or very near this 
breakover point. Since some people in every country live very well indeed, con- 
siderably more than half of the population live below safe nutritional levels most 
of their lives. 

The real answer to the problem of unbalance between productive capacity and 
effective demand must be found on the side of demand. People have almost 
unlimited wants—which unfortunately do not always meet with a corresponding 
purchasing power—for better food, better housing, better clothing, better educa- 
tional facilities, and for a vast array of various kinds of manufactured goods. 
There could be an ever expanding circle of the distribution of these things as 
opportunity is increased. 

The underdeveloped countries may be divided into two classes: Those which 
have large natural resources but small populations and those which have large 
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populations in comparison with their resources of raw materials. The former 
are largely in Africa, the Middle East, and Latin America. The latter are 
largely in Asia. 

In the countries of small populations and large resources the problem is mainly 
one of securing outside capital for development, although there is also the prob 
lem of raising the level of technical skills of the native population. 

It is, however, the problem of economic growth of heavily populated unde) 
developed countries with relatively limited natural resources that is most diffi 
cult of solution. It is in these countries where will be found the vast number of 
underclothed and undernourished people who could, through economic develop 
ment, earn the means of payment to absorb enormous quantities of food and fiber 

These countries need technical assistance and capital if their standards of 
living and purchasing power are to be substantially raised. It is recognized that, 
in respect to both technical assistance and capital, agricultural development will 
receive important consideration, for agricultural development must go hand 
in hand with industrial development if the necessary expansion in consumer 
purchasing power is to be achieved. 

So far as technical assistance is concerned, some progress has already been 
made through international and national agencies; but much more needs to be 
done. The problem of capital for development is much more difficult but equally 
important in this class of country. 

All of the so-called surplus United States food and fiber production would be 
but a drop in the bucket, if the democratic nations should agree to use food to 
finance and make possible the complete elimination of illiteracy by means of 
nationwide systems of free public schools, including vocational education, for 
every child. 


REAL INCOME STATISTICS 


The average per person real income in the United States is upwards of $1,900 
per year. This level is approached only by such countries as Switzerland, 
Canada, Australia, New Zealand, and Sweden. Real income per person in 
England is half that of the United States; French per person income two-thirds 
that of England; and Italian is only two-thirds of French. 


IGT ai a ad $1, 900 
England __- aie a re ee 950 
TN a aS atin 625 
BIN pete i cetlndea eeeaaaapees SN a eo are 450 


In most of the rest of the world, income and standards of living are very low, 
averaging $125 per person per year in South and Central America, $75 per per- 
son in Africa and Middle East, and $40 per person per year in Asiatic countries. 

The United States has 7 percent of the world’s people, and 50 percent of the 
world’s income. United States produces one-half of the world’s radios, three- 
fourths of its telephones, four-fiths of its automobiles, one-half of the world’s 
power. In all, United States produces each year 75 percent of the world’s 
manufactured products. 

Similar figures for the continents of the world are: 


Percent of— 


Continent 
| World’s | World’s 


| people income 
Africa 8.8 2.6 
South America 4.5 7.8 
Asia 53.9 2.0 
Europe outside Russia | 16.6 16.5 
U.8.8.R | 8.1 1.4 


If history teaches anything it is that situations of this kind cannot long 
endure. History has a way of removing barriers and evening off such extremes 
of economic opportunity. Usually this is brought about when the barbarians 
storm the walls of ancient Rome and burn and sack the city. This pulls down 
everybody to the lowest level. 
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It behooves the United States and other industrialized nations to see that the 
evening-up comes about by expanding economic opportunities in other nations; 
not through forced reduction of standards in nations with higher incomes. 

About a third of the world’s people live in the United States, Western Europe, 
and other democratic nations that are relatively well developed and have fairly 

igh incomes and living standards; another third live in countries behind the 
so-called Iron Curtain dominated by Soviet Russia and its policy state system 
of control. 

The remaining third of the world’s people—about 900 million of them—live 
in nations that have not yet made up their minds about democracy. These are 
the people of South and Central America, Southeast Asia, Africa, and the 
Middle East. Here “stomach communism” holds out a glittering lure with 
its false promises of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization. Extreme 
poverty is the rule. 

The United States must intensify its efforts to assist in the development of 
a coordinated program of aid to relieve hunger and suffering, and to promote 
expansion and strengthening of the national economies of the democratic nations 
in ways that will not destroy the principle of self-determination of peoples. 
The United States should help these nations to develop economic conditions 
that will— 

(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on 
other as a condition of our help, or of undertaking action ourselves in the 
absence of appropriate efforts in the country that participate ; 

(b) Promote material well-being and allow employment, production, trade 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and inevitable totalitarian 
imperialism ; 

(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways which will operate so 
that economic gains are distributed equitably within countries; and 

(d) Attract peoples and governments toward the democratic system of 
political freedom. 

To attain these objectives we support continued international economic nego- 
tiation; increased United States contributions to the specialized agencies such 
as the Food and Agriculture Organization, and expansion of United States 
foreign economic assistance and of the program by which our advanced techno- 
logical knowledge is made available to other nations to assist them to increase 
the efficiency of production and marketing and to improve their agricultural 
land tenure systems, eliminate colonialism, and reform their economic and social 
structures. 

The operations of an international food and raw materials reserve would 
generate the purchasing power and stabilize international markets in a manner 
that would greatly facilitate more rapid economic development in the free 
world. 

An international food and raw materials reserve would greatly strengthen 
the operations of our point 4 laws. 

The mutual security authorization and appropriation acts provide a small 
amount of United States funds (about $1.5 billion) for loans and grants to other 
nations to facilitate economic development and expansion and a limited amount 
of funds (about $200 million) to send United States experts to foreign countries 
to provide technical assistance or know-how. 

This act expires June 30, 1955. 

The United States appropriations to FAO and other specialized U. N. agencies 
and limited United States contribution to expanded technical assistance pro- 
gram of the U. N. and the appropriation was allowed to expire January 15, 1955. 
This appropriation should, of course, be renewed. 

With an operating food and raw materials reserve, these funds would go a 
lot further because first they would be augmented by the loans available from 
sale of buffer stocks. The stabilized international markets would greatly re- 
duce the risks of price fluctuations and thus raise expectations sufficiently to 
really speed up investment in resource development. 

The appropriations for this work has been greatly reduced since 1952. Civil- 
ian programs have been submerged and intermingled with large military aid 
programs. 
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Emphasis has been centered on engineering and production techniques: and 
largely shifted away from institutional reform, except that in 1954 the program 
to help develop labor unions in other countries was reactivated in the summer 
of 1954 after having been aliowed to lapse for a year. 

Attention to organization and development of farmers cooperatives and farm 
credit agencies has been continued but at a reduced scope. Work on land tenure 
improvement and setting up free private farm organizations has largely been 
curtailed or eliminated. 

Our Nation must recapture leadership in this vital field. We need to enlist 
the cooperation of other economically strong nations, preferably under auspices 
of international organizations. 

The proposed international food and raw materials reserve is a necessary sup 
plement to the technical assistance programs of the United Nations, the world 
bank and other specialized agencies. 





Excerpts From FINAt Report oF CARL W. LEVEAU, AGRICULTURAL OFFICER OF 
Unttrep STATES FOREIGN OPERATIONS MISSION TO THAILAND, FROM JANUARY 11, 
1951, Tro Juty 10, 1954 


Thailand’s agricultural program, in which FOA is assisting, aims to help 
the farmers through United States supplied scientific and technical assistance 
to produce— 

(a) Better seed selection. 

(b) Proper use of the right kind of fertilizer. 

(c) Better farm management. 

(ad) Improved tools, implements, and equipment. 

(e) More adequate marketing methods and facilities. 

(f) Better rural credit facilities. 

(g) Extended irrigation and flood control. 

(h) Demonstrations and lectures by the Extension Division, coupled with 
distribution of information posters, pamphlets, and bulletins. 

(i) Increasing pond fish culture and marine fisheries. 

(j) Increasing and improving animal production. 

(k) Educational facilities for developing future leaders in the fields of 
agriculture, forestry, fisheries, and cooperatives. 

(l) Diversification of farming activities. 

(m) Instruction of the youth of Thailand to become better citizens and 
farmers through the youth farmer clubs. 

The work program has continuously been hampered through the lack of 
qualified personnel, both Thai and American, and by late arrival of supplies and 
equipment. Programs were planned and initiated with the assumption that 
men and material would be available for implementation. As a result of 
nonarrival or later arrival of support, the technical assistants and the agriculture 
officer have had to improvise and perform double and triple duty, thus diluting 
intensity of effort in individual fields and lowering accomplishment, but with 
the wholehearted and understanding support of the Thai officials, other mis- 
sion personnel and the director of the mission, relative accomplishment has been 
creditable. 

The Thai Government during the period covered by this report has become 
increasingly aware of the importance of improving the Kingdom’s agriculture, 
This is best demonstrated by the continuous increase in budgetary support to 
the Ministry of Agriculture, as follows: 


Die secratictensrcinies iar wcniciailaiisas i tentinammisnotine satiate $182, 040, 000 
I sc se ti eee eer ec 250, 450, 000 
SII ioscsecaesuseneesces topcase endo iedeaete eect ania aaa 324, 020, 000 
II -rti-sedaneencet as its Weatanabaelacanedtvde sieges Maeda 405, 020, 000 
RE cesinnts sinensis avin seinen tote sioaianeinaiianannnieaeignareinti ian 384, 000, 000 


A great deal of interest has been generated in agricultural education, agri- 
cultural extension and your farmer (4-H Club) work. It is certain that the 
Thai Government will continue and expand these activities even after foreign 
aid is discontinued. 

The Mission Agriculture Division has maintained excellent relations with the 
Thai Government officials in every phase of the work. There has also been a 
fully cooperative relationship with FAO. There are several jointly supported 
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projects where FAO supplies technical assistance and FOA supplies material 

assistance. Frequent consultations have prevented conflicting and overlapping 

projects. 

CROP PRODUCTION AND IMPROVEMENT 

e j Rice 

n The Office of Foreign Agricultural Relations of the United States Department 

of Agriculture, upon the request of the Thai Government, sent a specialist in 

t tropical soils and a plant breeder to Thailand in March 1950 to inaugurate a pro- 

s cram designed to increase the rice yield. These men were transferred to (the 

then) MSA on July 1, 1952. 
Following are the major accomplishments to date: 

1 (a) Over 3,000 different Thai rice samples have been tested. 

(b) Over 1,100 varieties from the United States, Taiwan, Indochina, Indo- 
nesia, India, have been tested. 

(c) Some 120,000 head selections were obtained from 978 farmers’ fields 
in 35 different localities in Thailand and planted at 5 different locations for 
yield tests. 

| (d) Forty-seven different varieties have shown an increase in yield of from 
13 to 32 percent over the standard variety. 

, (e) Four Thai rice varieties were sent to Cuttack, India, to be crossed 
with Japonica types. Fifteen crosses were made and 60,000 seeds for growing 
the second generation were planted in 1952; 35,000 plants from these seeds 
were planted in 1953. 

(f) Three short courses were held for from 80 to 95 men, training them 
in conducting regional variety tests, selection and fertilizer tests. Agri- 
culturists from Vietnam, Laos, and Cambodia attended part of one course. 

2. Field and forage crops 

In addition to the work on rice, research has been carried on with sorghum, 
soybeans, peanuts, corn, cotton, and fiber crops. Some of the types tested show 
great promise. Forty species of forage plants from many sections of the Tropics 
are under observation, and grazing and nutrition trials on large pasture areas 
are being conducted. In an effort to improve soil fertility and soil structure, 
experimental seedings of legumes for plowing under for green manure are being 
done. 


3. Plantation crops 

Under FOA introduction, cacao is being grown for the first time in Thailand. 
Some 38,000 seedings are how growing experimentally in nurseries and on cleared 
land where propagation began late in 1952. Cacao is expected to be an important 
cash crop for farmers in Thailand. 


4, Experiment stations 


Support has been given to 9 of the 21 agricultural experiment stations as well 
as the agricultural research center at Bangkhen with equipment and supplies, 
such as tractors and attachments, sprayers, pesticides, pumps, wagons, vehicles, 
terracers, graders, laboratory equipment, books and technical journals and 
quonset huts. 

Twenty-five experiment station tractor operators were given an 8-week course 
in preventative maintenance, adjustment, and operation of mechanical farm 
equipment, 

5. Fifteen participants have been sent to the United States for training and 
study. 

lertilizers.—The fertilizer program started in mid-1952 with the arrival of 
1,700 tons of fertilizer supplied by FOA. Since then an additional 2,800 tons 
have been furnished. 

Following is a résumé of this program: 

1. Demonstrations have been carried out on some 4,000 farmers’ fields 
in practically every section of Thailand. 

2. One hundred and ten continuing field experiments are going on at 61 
different locations. 

3. Several thousand farmers purchased small amounts of FOA-furnished 
fertilizer for trial and demonstration. 

4. Responses to fertilizer have shown increases in yields up to 285 percent. 

5. Equipment has been ordered to establish a soils laboratory. 

* Six participants have been sent to the United States for training and 
study. 
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7. A revolving fund of over 1 million baht has been established as a 
result of sale of FOA-furnished fertilizer. This fund will be used for con- 
tinuing experiments and demonstrations. 

Trrigation.—The irrigation program started with the arrival of the irrigation 
specialist in January 1951, and consists of the following main projects: 

(a) Construction of upward of 1,000 small reservoirs in the water-deficient 
northeast area of Thailand to supply water for irrigation, domestic supply, 
and for cattle and fish culture. 

(b) Furnishing of draglines and other equipment to aid in accelerating 
construction of nine larger gravity irrigation and flood control projects in 
the Northeast. 

(c) Provision of truck and barge-mounted pumping units for supplemental 
irrigation where needed and for assisting in draining flooded areas. 

(d) Installation of pumping equipment at Ban Thuan to irrigate 20,000 
acres of land. 

(e) Ditching and diking. 

(f) Development of ground-water resources. 

(7) Supply of small portable low-lift pumping units for use of individual 
farmers or farmer groups to increase irrigation where other forms of irri- 
gation are not feasible. 

(kh) Through the provision of about 3 million dollars’ worth of construc- 
tion equipment, draglines, tractors, scrapers, rollers, and pumping units— 

(1) A total of 64 reservoirs has been completed in the northeast, using 
FOA-furnished equipment, with a potential irrigation capacity of about 
69,000 acres. 

(2) Construction is underway on 46 additional reservoirs which, when 
completed, will have a potential irrigation capacity of about 108,000 
acres. 

(3) Approximately 22 miles of main irrigation canals and 8 miles of 

river levees have been built. 

(4) Twenty-eight truck-mounted pumps and two pumps mounted on 
barges furnished by FOA will be used for irrigation and flood control 
on 100,000 acres. 

(5) Pumping equipment to irrigate 20,000 acres is being installed. 

(6) One hundred and fifty small low-lift portable pumps and two 
well drilling rigs have been ordered. 

(7) Twenty-eight participants have been sent to the United States for 
training and study. 


(8) Two design engineers provided by FOA for 2 years supervised 

the design of the Chao Phya irrigation and navigation project. 

Extension.—Extension activities started in December 1951 with the assign- 
ment of a field crop specialist as part-time extension adviser, and the reassign- 
ment of an agricultural specialist full-time to extension fieldwork at Chiengmai, 
in northern Thailand. 

Following are the major accomplishments to date : 

1. A 4-year plan of extension work has been prepared for expanding and 

reorganizing the Extension Service. This plan is in operation. 

2. Agricultural extension short courses of 1 week’s duration have been 
held at Chiengmai, Nan, Ubol, Udorn, Songkla and Korat. Daily attend- 
ance has varied from 400 to almost 1,000. 

3. An agricultural extension training course of 3 weeks’ duration has been 
held for 53 field officers. 

4. Five extension centers have been activated at Chiengmai, Udorn, Korat, 
Ubol, and Chachoengsao. 

5. Youth farmer (4-H) clubs have been started. Six chapters with over 
200 members are in operation. Members are raising pigs, chickens, vege- 
tables and fish. 

6. Seventeen different pamphlets and posters have been prepared, printed 
in Thai and distributed. * * * 

7. Eleven participants have been sent to the United States for training 
and five participants have been sent to Taiwan and Japan for observation 
and study of 4-H Clubs and extension activities. 

8. Improved seed, fertilizers, mushroom spores and Tilapia fingerlings 
have been distributed to thousands of farmers for demonstration purposes. 

9. Chickens, pigs, seed, and hand garden tools have been distributed to 
youth farmer club members on a payback basis. (Repayments to be distrib- 
uted to new members on a similar basis. ) 
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10. Supplies and equipment have been furnished by FOA to enable the 
Extension Division to do its job properly. 
1. A pilot rubber processing plant has been furnished by FOA to demon- 
strate better processing methods. 
2. A pilot rice mill has been furnished by FOA to demonstrate better 
milling practices. 
Nore.—Aut Of this was accomplished in spite of the fact that during the two 


und a half years in question, only one part-time extension adviser was on duty 


or less than 1 year and 1 extension specialist was on duty at Chiengmai for 
bout 1 year. Part-time services of an extension information specialist were 
available for about a year. Much extra work on the part of all technical as- 
sistants is responsible for the success of this program. 

Livestock production and improtement.—The livestock production and im- 
provement program was drafted with aims, objectives and plan of operations set 

rth and agreed to in November 1952. 

Following is a summary of the major accomplishments : 

1. A regulation prohibiting the export of livestock was amended to per- 
mit the export of 1,500 cattle, 500 buffalo and 3,800 pigs monthly. 

2. Twenty-two Red Sindhi cattle selected by the FOA livestock specialist 
were imported from Karachi and paid for by the Thai Government. These 
are used for upbreeding of Thai cattle. 

3. Thirty thousand doses of crystal violet vaccine were furnished by FOA 
to combat a widespread hog cholera epidemic. 

4. Foot-and-mouth disease has been typed and a rinderpest outbreak was 
brought under control. 

5. Four participants have been sent to the United States and other coun- 
tries for study and observation. 

6. Laboratory equipment, vehicles, tractors, and other equipment have 
been supplied by FOA. 

7. Seventy-two Brahmin cattle, 55 Brown Swiss cattle, 80 Duroc-Jersey 
hogs, 76 Hampshire hogs, 75 Berkshire hogs, were purchased in the United 
States with FOA and Thai Government funds. These will be used for up- 
breeding of local stock. 

8. Livestock stations, quarantine station and the serum laboratory have 
been greatly improved. 

9. Ten experiment station tractor operators have been given an intensive 
7-week course in tractor and equipment maintenance and operation. 

Agricultural Education.—Kasetsart University is the only institution of higher 
learning in agriculture in Thailand. It was established in 1943. The growth 
of the university was very slow at first. Since the beginning of the Thai 
United States mutual support program in 1951, the growth of Kasetsart has ac- 
celerated as shown by the following: 

1. Enrollment: 1950, 305; 1951, 315; 1952, 347; 1953, 503; 1954, 696 
(expected ). 

2. Faculty positions (full-time): 1950, 40; 1951, 42; 1952, 51; 1953, 56; 
1954, 71. 

8. Library: Constructed by counterpart funds in 1952. Now has 6,750 

volumes, mostly furnished by FOA. 

4. New buildings financed from counterpart funds: 

A. Library (see No. 3 above), administration building, rice mill, milking 
parlor, women’s dormitory. 

B. Nearing completion: Biology building, chemistry building, agricultural 
engineering building, 3 men’s dormitories, infirmary, 6 residences for faculty 
members. 

5. Other physical plant improvements : 

A. Poultry plant increased from 5,000 to 10,000 capacity. 


B. Hatchery increased from 10,000 to 24,300 egg capacity. 

C. Piggery increased from 72 to 100 capacity. 

D. Dairy increased from 24 to 76 capacity. 

E. Motorpool and machinery housing provided. 

F, Two 75-kilowatt diesel generators, furnished by FOA, installed. 

6. Laboratory equipment for all divisions of the university has been 


supplied by FOA. 

7. Fourteen participants have been sent to the United States for training 
and study and 19 have gone on Thai-financed scholarships. 

8. A contract between Oregon State College and Kasetsart University has 
been approved, to be financed mostly by FOA. Under this contract, 6 pro 
fessors will be provided by Oregon State College for 30 months. 








- 


504 MUTUAL SECURITY ACT OF 1955 


The rector of Kasetsart states that the interest and support of FOA is largely 
responsible for the present strong position of Kasetsart University in the educa 
tional system of Thailand. 

Fisherics.—Previous to the inception of the fisheries project in 1951, th 
marine fisheries of Thailand had shown little development. Activities in th: 
Department of Fisheries were concentrated on collections of license fees, re- 
ports and routine fish culture work. There were few trained men—none it 
technology, none in marine fisheries, none in cooperatives and none in moder 
pond fish culture. 

Assistance provided by USOM directly and indirectly has resulted in the 
following major accomplishments: 

1. A modern wholesale fish market in Bangkok has been in successful 
operation for more than a year, and a modern freezer and cold storag: 
plant is under construction adjacent to the fish market with a connecting 
technological laboratory. This has been entirely financed by the Thai 
Government as a result of recommendations by the mission. 

2. A marine station has been established at Ban Pae on the outer Gulf 
of Thailand for experimental and exploratory fishing and for extension 
and demonstration functions. This establishment is constantly expanding 
in usefulness. 

3. Seven trainees have been sent to the United States to study various 
phases of fisheries. 

1, Culture of pond fish, including Tilapia, in cooperation with FAO has 
made tremendous strides and Thailand is contributing significantly in aiding 
other countries in the area, both with fingerlings for stock and with training 
other nationals in cultural practices. 

5. A suecessful small-scale, village level, operation to produce fishmeal 
and oil has been initiated and has resulted in a growing new industry and 
an upgrading of feedstuffs for poultry and bogs. Preliminary work on the 
use of fish meal for human food has shown promising results. 

6. Experiments and demonstrations with imported trap nets have re- 
sulted in perfecting methods of catching two to seven times as much fish 
as indigenous methods and at less cost. 

7. Day-to-day contacts of the technical assistant with the Department of 
Fisheries have resulted in vast improvement in administration, planning, 
and investigation. 

8. Procurement of equipment for future work has been almost entirely 
completed, and Thai officers are being trained to use the new facilities 
advantageously. 

9. Inservice training in Thailand has been initiated and is being organized 
for the Far East region. 

Forestry.—The forestry project was developed by the Food and Agriculture 
Organization of the United Nations and the Thai Forestry Department. The 
mission has assisted with the project as follows: 

1. FOA-supplied equipment: wood testing machine, dry kiln, vehicles, 
surveying and topographical mapping equipment, tractors and implements. 

2. Two participants were sent to the United States for training and study. 

Cooperatives.—Work in cooperatives started with the assignment of an agri- 
cultural economist to the Department of Cooperatives in the Ministry of Agri- 
cenulture in June 1951. Since then the Government has established a Ministry 
of Cooperatives. 

Lack of mission personnel has prevented much progress in development of 
cooperatives. Some things have been done, however, as follows: 

1. A report on land development was completed. 

2. A survey and report on cooperatives in Thailand was finished. 

8. An application for Government-financed leans and a loan agreement 
were developed as a result of an intensive study of the credit situation in 
Thailand. 

t. Counterpart funds in the amount of 13,500,000 baht were made avail- 
able for loans to cooperatives and members. 

5. Land clearing equipment and pumps for irrigation were delivered to 
be used for cooperative land development projects—754 families have been 
aided and 17,000 acres are being cultivated. 

6. Eleven participants were sent to the United States for training and 
study. 


7. A curriculum was developed for the School of Cooperatives and 
Eeonomics. 
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8. A long-term program of development in training and promotion has 
been prepared. 

9. Analysis was made of the needs for cooperative fish marketing it 
connection with the newly constructed fish market, and rules and regula 
tions for a fishery cooperative were prepared. 

10. Assistance was given in establishing an efficient repair parts and 
equipment storage center. 

11. Training was given in the operation and maintenance of mechanical 
equipment, and an engineering department was established 

12. A new egg market cooperative has been established in Bangkok with 
372 shareholders, also 1 fish sauce marketing society. 

13. Thirty-four credit societies have been organized with a membership of 
1,050 farmers. 

14. Might production credit marketing societies have been organized with 
a membership of 600. 

Further progress will depend upon the arrival of a mission cooperative or 
vanization adviser and a cooperative training specialist, both of which positions 
ire vacant, never having been filled. 


The CuHatrMan. We are very glad to have your statement. There 
may be some questions. 

Senator Mansrietp. Mr. Chairman, I just want to compliment Mr. 
Johnson for a fine statement to this committee. 

Mr. Jounson. Thank you. 

The CHarrman. We appreciate your appearance, Mr. Johnson. 
We are glad to hear from you. 

We will adjourn until tomorrow at 10:30, 

(Whereupon, at 4:05 p. m., the committee adjourned. ) 
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Unirep Strares SENATE, 
CoMMITTEE ON ForreiGn RELATIONS, 
Washington, rt). 

The committee met, pursuant to call, at 10:45 a. m., in room 318, 
Senate Office Building, Senator Walter F. George (chairman) 
presiding. 

Present: Senators George, Green, Fulbright, Sparkman, Hum- 
phrey, Bar kley, Aiken, and Capehart. 
~ The Cuarrman. The committee will come to order. 

Mr. Ambassador, we are delighted to have you with us this morning, 
not only because of your tour of duty as United States ambassador 
n India, but also because of your familiarity with Asia and many 
of the problems in Asia. 

We are holding hearings on the Mutual Security Program, which 
includes both military and economic assistance. We will be very 
glad to hear you and ‘let you be the judge of whether any answer to 
any question should go off the record, because of your former official 
position in that area. 

The committee is very happy to have you present this morning. 
You may proceed, and if you wish to answer questions as you go 
along, you may do so, or if you would rather not, you can finish what- 
ever statement you wish to make before questions and answers. 


STATEMENT OF CHESTER BOWLES, FORMER AMBASSADOR TO 
INDIA AND NEPAL 


Mr. Bowes. Well, Senator George, any way the committee would 
like to handle it is fine. I have a rather brief statement which I 
think I can read in 10 or 15 minutes. If anybody would like to bring 
up any point, I would be delighted to try to answer it. 


PEOPLE AND IDEAS AS ELEMENTS OF POWER 


Senator George and members of the committee, in recent months 
[ have asked several prominent Americans for their definition of 
power. Their answers have included the Strategic Air Command, 
Army, Navy, NATO, SEATO, industrial capacity, access to raw 
materials, communications and geography. Two additional factors 
which, in my opinion, are essential elements of power have usually 
been omitted. These two elements are people and ideas 

The changes which lately have been taking place in Asia and Africa 
are a dramatic illustration of this. In the last 8 years 1.2 billion 
people—half the population of the world—have changed their form of 
government without the benefit of atom bombs, jet fighters, flat-tops, 
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steel mills or modern transportation systems. Indeed in most in- 
stances, the preponderance of power as defined in these narrow terms. 
largely arrayed against them. 

In 1926 Mao Tse-tung started with 200 rifles, 1,000 men and an evil 
but persuasive idea. In 23 years he had conquered China, 

Ina single generation Gandhi, with a dynamic democratic idea and 
an acute sense of organization and political timing, pushed the British, 
who did not lack military power, out of India and Pakistan. 

The disastrous defeat which the French suffered in Indochina was 
not due to a shortage of military equipment. Indeed America alone 
provided nearly $3 billion of the latter, which is more than the total 
cost of our point 4 efforts all over the world for the last five years, 

These and other examples indicate that the definition of power which 
seems so largely to have dominated our foreign policy thinking has 
been too narrow for the cold war period. It will be doubly dangerous 
if we allow it to limit the scope of our efforts in the uncertain and 
perhaps more flexible period which presumably lies ahead. 


rHE MUTUAL SECURITY PROGRAM IN A TIME OF “COMPETITIVE 
COEXISTANCE” 


[t would be utter folly to assume from recent “feelers” that the Soviet 
Union has modified its long-range objectives. But it could be almost 
equally dangerous for us to assume that Moscow is not ready to change 
its tactics. If this is the case, economic development may well become 
one of the most crucial areas of the struggle for men’s minds and 
hearts which President Eisenhower has called “competitive coexist 
ence’. For this reason, if no other, I believe that our economic assist 
ance program badly needs a fresh, hard, imaginative, bipartisan look. 

Ir ing the last several years I have had an opportunity to observe 

» ope ration of this program, not only in theory, but in practice, In 
most of the countries of Asia and in several countries in Africa. In 
my opinion it is of the utmost importance, not only to our efforts to 
promote stability throughout the non-Communist world, but to ow 


own moral position as a rich and prosperous people living in a world 
of misery and want. 


CRITICISMS OF TEE PROGRAM 


Unhappily foreign aid has often been the subject of sharp dis: gree 
ment and partisanship, Some people describe our efforts as waste! 
ill-advised, dangerous, and socialistic. Others seem to suggest th 
simply by spending enough money we can be assured of a peaceful and 
friendly world. 

Most of us who have been close to this program would reject both of 
these extreme views. 

An objective observer will agree that some of the money that we have 
spent in the past has been wasted, that there have been serious mistakes 
in concept and administration, and above all that it is wrong for us to 
expect this program to accomplish miracles which are quite beyond its 
scope and capacity. Nevertheless, in my opinion point 4 was and is a 
dynamic concept that reflects the very best in our American tradition. 
I also believe that under both administrations we have failed to make 
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the most of this opportunity, and that our present efforts should 
substantially but soberly expanded. Of the present foreign aid bill it 
is my understanding that only one-fifth will go directly to raise living 
standards. 

The reasons why we should continue this program on an expanded 
scale seem to me most persuasive. But before I list some of these 
reasons let me outline several of the common arguments which I be 
lieve we must reject in considering our foreign aid legislation. 


MISLEADING ARGUMENTS FOR FOREIGN AID 


1. We should reject the argument that foreign aid deserves our 
support because it will enable us to purchase allies and friends. You 
can no more buy the loyalty of a free people than you can buy the 
loyalty of a free individual. By attaching politic: al or military 
strings to our aid program in non-Communist countries we will largely 
destroy its usefulness. 

. We should also reject the attitude that foreign aid will assure 
us the gratitude of destitute people. Gratitude like loyalty is not for 
sale. Tf we petulantly seek gratitude we will most certainly never 
get it. 

5+. Nor can we effectively distribute our assistance solely on the basis 
of anticommunism. Is it necessary for a nation to be shot full of 
communism before its people are entitled to our help? Are countries 
without Communists to be crossed off our list regardless of their needs ? 
It would be strange indeed to put such a premium on a noisy Com- 
en minority. 

. It is also a mistake for us to assume that simply by he Iping to 
fll peop yle’s bellies, by ridding them of malaria, and by teaching them 
to read and write, we will turn them automatically into anti-Com- 
munists. More often than not Asian revolutions are led, not by 
hungry peasants but by frustrated middle-class intellectuals. 

The misery of the billion or more people who gO tO bed hungry 
every night must be eased. But unless these people develop in the 
process a sense of participation in their own betterment, a spiritual 
sense of belonging within their own countries and within a secure 
society, economic growth may bring more unrest rather than less. 
Progress cannot be made from the top down. It must grow from the 
bottom up and largely through the efforts of people determined to 
he 2 themselves. 

No matter how much we spend on foreign aid, we cannot success 
fully —_ permanently bolster corrupt 01 ‘feudal governments. Not 
only will our appropriations go down the drain, but we will lose the 
vate of the promising young indigenous democratic leadership in 
the process. 

We cannot save any nation that is not determined to save itself and 
willing to make substantial sacrifices in the process. 

6. As long as we continue to postpone the development of a clear-cut, 
responsible policy on colonialism our efforts to achieve a partnership 
based on mutual respect and understanding with the bilhon or more 


uncommitted people of the world will continue to be gravely handi- 
capped, 





MUTUAL SECURITY ACT OF 1955 


TRUE ARGUMENTS FOR FOREIGN AID 


Why then should we appropriate the American taxpayer’s money 
in our foreign aid legislation? There are many reasons, any one or 
combination of which should be sufficient for the thoughtful citizens 
of our Republic: 

Because the people of the industrially underdeveloped world are 
hungry for progress and because when progress is too long delayed 
they become an easy prey for demagogs. 

Because the world is watching with fascination the great economic 
competition between democratic India and totalitarian China to see 
which way will accomplish the most in the shortest time. 

Because our world is becoming constantly smaller and more inter- 
related and we cannot survive in prosperous isolation, an envied man- 
sion in the midst of a world slum. Already we must import 40 per- 
cent of our raw materials. 

Because only as people feel a sense of progress can they develop 
the indigenous strength and conviction which will inspire them to 
fight if need be for their, not our, freedom. 

Because if and when the cold war rebates, the competition between 
the Communist way of‘economic development and the democratic way 
will be intensified and Moscow will have more resources to throw into 
the conflict. The struggle of the next decade may be not so much a 
battle of bombs and bodies, but of ideas, faith, conviction, and 
resources. 


CHRISTIAN PRINCIPLES UNDERLYING THE PROGRAM 


Each of these arguments seems to me sound and convincing and 
more than sufficient to justify a bold and imaginative foreign aid 
program. I hope that the committee will not think me presumptuous 
if I add another reason which, unless my own experience is totally 
invalid, is far more readily accepted throughout grassroot America ’ 
than among people here in Washington. It is a reason which would 
still exist if every Communist in the world handed in his card 
tomorrow. 

It can be simply stated : because we are rich and they are poor, and 
because every man is his brother’s keeper. We learned this old- 
fashioned reason in Sunday School—and for most Americans, I be- 
lieve, it still makes sense. 


BUILDING A CREATIVE AND STABLE SOCIETY IN THE FREE WORLD 


I would like to add that I feel that our problem throughout the 
world requires the drawing of some very clear and definite lines over 
which aggression will not be tolerated. We have drawn those lines in 
Europe quite clearly. We hope that we can expand our lines, if 
possible, toward the east, if that is possible without war. 

But I think that the important thing also is not only the drawing 
of this line but what happens behind this line, and what happens be- 
hind this line in the next 10 years may decide history. 

In other words, it is quite possible that we will succeed in the mili- 
tary sense in holding this line against communistic aggression, but 
we can lose the world by failing to contribute to the buil ling of a 

creative and stable society behind this line. 
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To put it another way, the future may depend not so much on our 
ability to get along with the C yommunists, which does not look to me 
very optimistic, but our ability to get on with the non-Communists of 
the world who constitute the majority of the people, and eventually 
may constitute the balance of power. 

The Cuamman. We thank you, Mr. Bowles, for your contribution 
to our work. ; 

The Senators may have some questions they will ask you. If any of 
them relate to a matter which, as I stated before, you thought should 


not be put on the public record, you may make it off the record. 
Senator Green ¢ 


DEFINITION OF “COMMUNISM” 


Senator Green. Mr. Bowles, I congratulate you on a statement, 
but my difficulties, some of them, are not solved by it. I don’t know in 
what sense you are using the word “Communist.’ 

Communism has so many different meanings these days. You speak 
about communism as a form of government; you speak about com- 
munism as a form of social sy stem ; you speak about communism as an 
economic system ; and you speak about communism aga militar y force. 
The Communists themselves may be thinking of an ambitious empire, 
[ don’t know in what sense you are using the. word these days in state- 
ments, most of which I find myself i in accord with. 

Mr. Bowes. I am using “communism” as originated in the Soviet 
Une as expanded to Communist China and as directed in the world 
by the Communist movement, which means a partnership of some sort 
between Russia and China, with which we are not wholly familiar. 
We don’t know quite what that relationship is. 

The Communists in my opinion try to take over the world by any 
means that they can use. I think right now the method of military 
pressure which they have been using may to some extent have run its 
course. We may have embarked on a new kind of world competition 
which basically is generated from Moscow, but also has its implica- 
tions moving out of Peking. 


FRUSTRATION OF SOVIET AIMS 


Senator Green. Are we objecting to the present exercise of force by 
the Communists? Are we objecting to the spread of the Russian 
Empire? Is that it? 

Mr. Bowzes. We are objecting to the spread of the Russian Empire, 
the Moscow-dominated or Chinese-dominated world Communist 
movement either by overt aggression across boundary lines or by sep- 
aration; because, as I tried to point out here, 1.2 billion people have 
changed their form of government in the last 8 years without recourse 
to the kind of power that we usually consider power. 

Now, our kind of power, our definition of power, brought about the 
defeat of Japan, the defeat of Germany, Italy, and Russia used it 
to take over the Balkans and the eastern satellite nations. That adds 
up to something like 350 million people. And of course that kind of 
power is a dominant important thing. Without it we could not have 
any hope for stability. 

The point I am trying to make is 1.2 billion additional people 
changed their form of government without recourse to that kind 
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of power, through the power of people and ideas. And therefore, our 
de aenstaon of power and our concept of power should be ‘enaiiiaias 
to take in these other dimensions. 


BASIS OF COMMUNIST GOVERNMENTS 


Senator Green. What is the causal relationship between these dif- 
ferent forms of government and these different social systems? 

Mr. Bow .es. Well. of course, you go all the w ay back to Marx for 
their views, which have been ch: anged a good deal since Marx. Lenin 
was able to take over Russia by using Marx when it suited his purposes, 
but varving from it when it didn’t. 

Then Russia became more orthodox in its Marxism under Stalin. 
and tried to impose a rather orthodox Marxism on China, Mao Tse- 
tung, I suppose, might be called a deviationist in some categories be- 
cause he moved into quite different techniques, partic ‘ularly in his 
treatment of the rural areas. This force is a positive force that would 
like to rule this world if it can, will change its tactics from time to 
time, but I don’t think will relax its overall efforts. 


CHANGES IN THE COMMUNIST STRUCTURE 


Senator Green. What I am trying to do is not to criticise but 
to learn. Suppose they changed the form of government*to a demo- 
cratic form like our own. Suppose they turn to our form of govern- 
ment. Wouldn’t these social and economic problems remain substan- 
tially the same ? 

Mr. Bowtes. They most certainly would. I don’t think that we 

‘an set as our objective trying to change the Governments of Russia 
or China by force, or I don’t think we are likely to do it by any method. 
But we want to make sure that they don’t try to impose their methods 
on other peop le. 

Senator Green. Exactly. 

Mr. Bowters. I am afraid in the desperation other people may feel 
and their frustration through lack of progress, they may turn to the 
shortcut of communism. 

Serator Green. The point is that we ought to try to change their 
economic or social systems, rather than their form of government. 

Mr. Bowes. That’s right. I don’t think we can support feudalism 
successfully. I think that feudalism is the greatest ally of com- 
munism, because when a people is forced to live under a feudal 
government where the land is in the hands of a few, where there are 
marked economic injustices, those injustices can easily be used in 
the hands of Communist leaders to unite a lot of people who aren’t 
necessarily Communists, to bring about the destruction of that gov- 
ernment. 

Senator Green. Suppose Russia did not change its form of gov- 
ernment but was still spreading its empire by force, what becomes 
of most of your arguments? 

Mr. Bowes. Well, I think you would still have poverty, and I 
think as long as people are poverty-stricken, they are going to turn 
often to demagogic answers. 

So I think that one of the reasons why the British stood up during 
the war, why the Belgians stood up and other people did was they 
had something to fight for against the Nazis. 
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{nd I think a people who are impoverished, who feel a great sense 
of injustice, are not the kind of people who die for their country, 
whether it is in response to a Communist aggression or just the old- 
fashioned and imperialistic aggression of William LI. 

Indigenous strength, indigenous faith in ideas are a great source of 
power, regardless of whom you are fighting. 
~ Senator Green. I don’t know whether I can put the question in this 
form. Suppose that Russia did not change its form of government, 
but changed its military forces, increased them as they have. Your 
irguments would be the same ? 

Mr. Bowxes. Well, they wouldn’t be quite the same. I don’t think 
he urgency would be quite as great. 


THE UNITED STATES IN RELATION TO THE WORLD 


| think we would be very wise to do this sort of thing because I 
don’t think any man would build his mansion, a great wealthy place 
to live in, in the middle of a slum because I don’t think he would live 
1, very secure existence. 

rhe world has become very close and we cannot in my opinion re- 
gardless of communism create a fantastically high living standard in 
the midst of the total world slum. 

[ think eventually we would find ourselves in all kinds of trouble— 
jealousy, hatred, bitterness, all these things would be against us. At 
the same time we cannot bring about the betterment of people all over 
the world by our resources. They have to do it primarily by their 
own efforts. All we can provide is a marginal push to them, a 
marginal help. 

And I feel that we have to recognize the limitations of these pro- 
orams as well as their strengths. We can’t make the world over over- 
night with all our wealth. 

By strategically placed investments and loans and grants, we can 
issist people to do the things that they want to do in their own behalf. 
We can’t bolster a government that is going to die anyway, in my 
opinion. 


CONDITIONS ON ECONOMIC AID 


Personally this idea is something that is very controversial. I would 
attach economic strings to much of our assistance. I wouldn’t do it 
arbitrarily. I wouldn’t say, “You must do these things tomorrow or 
we are not going to give you aid.” 

But I think our aid program to the Philippines was a good example 
of attaching some modest strings and saying as any good banker, “We 
will be glad to give you this $50 million a year”—I believe it was— 

“pro\ ided you put your tax system in order, provided you get a better 
grip on your foreign exchange and spend less of your foreign ex- 
change for luxuries, provided you put through minimum wage laws 
and land reforms.” 

[ think out of that tactful insistence— -not arbitrary insistence, but 
tactful insistence—I believe Magsaysay’s government has evolved to 
i large degree, because we pushed and promoted there the right kind 

f ideas. 

Now, you can’t force or impose those on people. This is a one 

different thing from political strings where you try to tell a non- 
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Communist government how it must vote. But simply as an inves- 
tor, as a acl you have a right to say, “You are to prove to us and 
demonstrate to us that you are ready to put your own house in order 
and make whatever sacrifices may be required. If you are ready to 
do that, then we will make our contribution to help you.” 

That is the kind of relationship I would like to see. 


FREEDOM OF CHOICE OF ECONOMIC SYSTEMS 


Senator Green. Then do you base your differentiation on the dif- 
ference between the capitalistic system and the communistic system? 

Mr. Bow.es. Well, I think Communist system and non-Communist 
system. I don’t think you can impose our form of economic system on 
the world. 

I think in some places it fits admirably and in other places I doubt 
that it will fill the bill as it has filled it arty us. I think our system 
has clearly worked spectacularly in America. It also has worked 
well in other places. 

However, the Swedes, for instance, have developed a very high liv- 
ing standard with a system that does not follow ours in many respects. 
They have had cooperatives to a greater degree than we, they have 
had some more Government ow nership than we have. I don’t think 
that is necessary for us. It has worked for the Swedes, and the 
Swedes certainly have a democracy and a very vital one. 

The British system again is somewhat different. I think our strug- 
gle is against people who tr y to control other people by force, whether 
it is through the force of armies, or by turning over their governments 
through subversion. We want the ‘right of all people to make up 
their own minds about what kind of a government they want to es- 
tablish. 

Senator Green. Suppose they make up their minds in favor of the 
capitalistic system ? 

Mr. Bow xes. I think that would be wonderful. But if they made 
up their minds in favor of the Swedish system, I would say I think 
you are missing something, but I wouldn’t call them all a lot of Reds 
because they have adopted something somewhat different. 

Senator GRrEen. ‘Well, what other systems? You have mentioned 
three. 

Mr. Bowtrs. They are all variations, of course, of the same. Most 
of these countries have just a variation of the different ¢ ategories. 
There are cooperatives, there is government ownership and there is 
private ownership, and the degree of all these things vary country by 
country. 


ISSUES BETWEEN THE FREE WORLD AND COMMUNISM 


Senator Green. Your argument is based on the supposition that 
we might do away with the militaristic struggle in the world. If that 
were done aw ay with, what would be the opposing forces in the world ? 

Mr. Bowxers. I don’t think the Communists would change their ob- 
jectives, which would be to try to move all the states in the world into 
a closer relationship with them, and finally into some kind of federa- 
tion. 

Senator Green. And if that were the case, then do you think we 
should continue the fight ? 
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Mr. Bow Les. We should certainly, because we have got to maintain 
wecess to the world. 

Senator Green. And what, in your opinion, would be the issues? 

Mr. Bowtes. I think the issues would be the same basically, the 
issue of freedom, the issue of people’s right to make up their own 
minds. 


COMMUNIST LOSSES IN FREE ELECTIONS 


People, as far as I know, have never voted to go Communist in the 
history of the world, and I don’t think they are likely to if they have 
any chance or any alternative. There have been some scares in a few 
states in India, but each time the Communists have been very over- 
whelmingly defeated. 

They were defeated overwhelmingly in Agra while I was there 
this winter. I don’t think communism can win its struggle based 
on any free basis. Therefore, I think what we want is access to world 
resources, the right to trade, the right to communicate with the widest 
possible areas of mankind. 

Now, if the Soviets and Communist China intend to relax this 
struggle on a military front—I don’t know whether they intend to 
or not, none of us know; we want to explore that and find out—but 
if they do, that simply will mean, in my opinion, that you have 
changed your ball field. 


THREE DESIRES OF UNDEVELOPED AREAS 


The struggle will move to other areas, the field of ideas to a greater 
extent and the field of economic development. Out through “Africa 
and Asia where I spent the winter, I was suddenly struck with the 
fact. that the people of these countries want three things. 

They want freedom and independence, and many times they are 
not at all sure they have it, even though they do have it. They have 
broken loose from colonialism. They are still feeling uncertain. 

Senator Green. You are speaking of national freedom now % 

Mr. Bowtes. National freedom. 

The second thing they want is dignity and self-respect, to be recog- 
nized as first-class citizens of the world and not looked down on as 
second-class citizens. 

The third thing they want, I think, is very rapid economic develop- 
ment. They feel they have been in a backwash for all these genera- 
tions, while we have gone ahead rapidly. They want more rapid 
economic development. than they are likely to get, because I don’t 
think the pace that they would like to see ac hieved is possible. 


BASIC AMERICAN IDEALS ARE SOURCE OF UNDERDEVELOPED COUNTRIES 
DESIRES 


The important fact, I think, is that these three ideas, nationalism, 
human dignity and economic advancement, are three fundamental 
things in American history. 

Those are as American as any concepts that you can find anywhere. 


Our whole history has been built around the struggle for those three 
ideas. 
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SOVIET UNION TRYING TO STEAL PRINCIPLES OF AMERICAN REVOLUTION 


The thing that disturbs me is that the Communists are trying 
to steal those three concepts. They pose as a people who are against 
colonialism. They say that you Americans vote always with the 
colonial powers in the U. N., which is not quite the case, but they 
argue that. 

‘They say ” .“ You supported the French colonial power in Indo- 
china. We Communists believe in freedom.” which of course they 
don’t. but thes try to twist this. 

Second, they try to twist the human dignity argument. The first 
question I was asked in India from an audience was, “Why did you 
drop the bomb on the Japanese and not on the Germans?” And 
before 1 could answer, a man sprung to his feet and ah that every- 
body in this audience knows the reason, because the Japanese were 
Asians and the Germans were Europeans and Westerners, and you 
would not want to destroy your people of the West. He said that we 
didn’t mind destroying the people of Asia. 

Now, this is part of the Communist line in Asia that has been very 
carefully spread. There are very, very few Asians that don’t give 
this argument some credence. On the germ warfare charges they 
said: “Of course, you wouldn't do this against the Germans or the 
Italians, but you would do it against the Asians.” 

Of course, the whole thing was a lie all the way through. 

And third, they argue that under communism they can build steel 

ills faster, they can regiment the resources of a country and they can 
sae faster progress, and they point to the progress in the Soviet 
Union where they have built an industrial capacity second only to 
America in the period of 35 years. 

So they skip lightly over the sacrifices involved and say, “This is 
what communism will do.” 

So here is the American revolution—nationalism, human dignity, 
and economic advancing—captured, distorted and twisted by the 
Communists, and used to destroy us. And that is what is happening 
around the world today. And if it is allowed to happen, it will be 
one of the worst tragedies of history. But this is what they are trying 
to do: to steal our revolution right out from under our feet. 
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It is very interesting that at the Bandung conference, Soekarno the 
President of Indonesia, in his opening speech said, “This is the 180th 
anniversary of Paul Revere’s ride. Paul Revere’s ride to awaken 
Americans against the British was held on this day. This is the 
anniversary day, the 19th day of April 1775.” 

And if you study every constitution of these Asian nations, these 
newly free Asian nations, you will see phrases such as “We the people 
of the Republic of Burma,” “We the people of the Republic of India,” 
taking the phrases right out of our Constitution, and our Declaration 
of Independence. 

These are our ideas that they perhaps clumsily, perhaps falteringly, 
perhaps wrongly, are trying to adapt to their own lives. And the 
Russians are trying to steal them. 
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And our policies, | am afraid, to some extent, m: ike this possible. 
Senator Green. Thank you very much. I have asked these ques- 
tions because I wanted you to clarify the ideas which weren't as clear 
o me‘then as they are now, and not because I was opposed 
The CHarrMan. Senator Aiken, any questions ¢ 


to them. 


SOURCES OF REVOLUTIONARY LEADERSHIP 


Senator AikEN. There are 2 o1 5 points that you mi ide th at I would 
ke a little elaboration on. On pa ge 6 at the bottom of the page you 
de the statement that feeding people, educating peop oe uring them 
illnesses does not automatically turn them away from communism, 
{then you state that “more often than not Asian revolutions are led, 
ot by hungry peasants, but by frustrated middle-class intellectuals.” 

Is it Communist revolutions you refer to there / 

Mr. Bowxes. Could I develop that point, sir 

Senator Aiken. Yes; because that does puzzle me. I was wonder- 
ng if there were different kinds of revolutions led by frustrated 

ddle-class intellectuals. 

Mr. Bowes. Lenin was a frustrated middle-class intellectual, and I 
think Mao was a frustrated intellectual peasant. Marx was certainly 

frustrated intellectual. This is probably true of most of your 
Communist leaders in Asia. 

The point I make is this. When a people are very, very poor, or 
} erhaps you might add ve ry, very, rich, they do not want change, or at 

east they fear change. 

( ‘hange always te nds to be forthe worst. They have discovered that 
whenever an ything is different, it usually gets worse rather than 
better. T hey tend to lie down. There is an inertia beaten into them. 

But as the -y begin to move up and they are moving up, they begin to 

isk the tough and hard questions. They begin to ask for more and 
more, They begin to get more restless. 

In our own country in 1932 we had some riots, but your toughest 
times came in 1934 and 1935 when people felt a little more confidence, 
they had jobs to a degree or the hope for a job, and they became 
somewhat rougher. 

Therefore you can’t sit back and say, “Why not let everybody 


t 


just remain poor and sick and miserable, because then he won't be a 


threat to us.’ 

First, I doubt that there is any religious basis for any such concept, 
but more than that, it won’t happen anyway. These people are going 
te try to find their way to something better by one means or another. 


The important thing is that if they get their improvement from the 


top down by a government simply handing them a school or handing 
them a clinic or handing them a job, they do not have a feeling of 
participation. 

The Communist agitator says, “Ah, you think that is a good school. 
You should see the schools we have in Russia. They are much 
better.” 

And the man is inclined not to be more satisfied, but often to be more 


restless. 
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IMPORTANCE OF PEOPLE'S PARTICIPATION IN THEIR OWN DEVELOPMENT 


Now, the way this program must work is to involve the people in the 
development of higher living standards, so they become part of the 
process, so that as their livi ing standard moves up, they feel that it is 
going up out of their own efforts and own work. 

In other words, it is a grass roots development. 

I would like to give you just one example of my stay in India this 
winter. The Communists tried to take over India in 1948 by staging 
a revolution in Telingana area of Hyderabad. This was an impov- 
erished area where the land was in the hands of a few people. People 
were very illiterate and they were in poor shape. 

They moved in there and tried to build a Yenan as Mao Tse-tung 
did in China, so they could move north to south to take over India. 
The Red flag flew from several thousand villages. Several thousand 
landlords were murdered by the peasants aroused by the Communist 
agitators. 

The revolution was put down by the Indian Army. Three full divi- 
sions of troops were sent in, 40,000 police, and it was ruthlessly sup- 
pressed, but it took them 2 or 3 years. 

In 1952 I was urged not to go to Telingana because you still had 
to have a big military escort, you still had to watch out for ambushes 
occasion: ally along the road. I went there this year. I went to the 
Mulug area of 72 villages, which was the heart of the Communist 
stronghold in 1948-49. ‘In this area the Indian Government has been 
working for the last 2 years with resources, about 6 or 8 percent of 
which were American funds, and 94 or 95 percent were Indian funds. 

I visited 20 or 25 villages. Food production is almost double now 
what it was before. Malaria has almost disappeared. Almost half 
the children are in school. 

By the end of this year 80 percent of them will be in school. I 
opened six schools, cut the ribbons and let the children in. It wasn’t 
a staged operation, because they didn’t know I was coming until 3 or 
4 days before. But the main thing was the spirit of these people. 
They looked you in the eye, walked up, shook hands, they smiled, 
they laughed. They were a happy people. 


EFFECT OF PEOPLE’S PARTICIPATION IN SELF-DEVELOPMENT 


This was done with a very small amount of money. But the people 
were stimulated to rebuild their villages, to build latrines, to build 
better, very simple houses for themselves. 

Every school was put up by the free labor of the villagers. The 
Government didn’t come in and say, “We will build your school.” 
They said, “How many of you people will volunteer your labor to 
build this school, or build this road? If enough of you will volunteer 
your labor, we w ill put in a little bit of help for materials, and send in 
an engineer. 

So these ieene were being built from the ground up. There was 
not a sign of a Red flag anywhere, and I was told that all of the Mem- 
bers of the House from Hyderabad of Nehru’s Congress Party were 
trying to get their constituency changed to Mulug, because they 
thought it was a safe area. They thought they couldn’t lose if they 

-an from Mulug. 
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There are 34 policemen in this whole area, 1 for every 2,000 people. 
That has been done not by vast expenditures of money but by this 
crowth of betterment from the grass roots up. These villages are 
being built the way Vermont was built or Connecticut or Minnesota. 

Senator Arken. We were built, you know, out of people from Con- 
necticut that got to Vermont ahe: ad of the sheriff. 

Mr. Bowrzs. But the husking bee, the quilting bee, all of that sort 
of cooperation in creating a better society is the only way a better 
society « ‘an be built. 

Now, the thing that I think is encouraging about India is that it 
is all coming out of the people. I don’t think the Communists have a 
prayer when you have that kind of structure. It is Communist proof, 
believe me, 

Your Communist cannot dent a place like that. He will be thrown 
out. He will be lynched if he goes in there. 

Senator ArkeN. I want to make clear my statement that we ap- 
prec iate in Vermont the fact that we were settled by people from 
Connecticut, and that even though the people got out ahead of the 
sheriff, that they were fully warranted in doing so in most cases. 

Mr. Bowtes. My mother moved to Vermont, which is a good 
example. 

Senator ArkeN. I remember at one time Yale University sent 
missionaries to Vermont after we had become a sovereign State, and 
they reported back that there was very little chance of saving the 
people or the country. However, Connecticut and Vermont have a 
great deal in common, as well as Massachusetts. 


IMPORTANCE OF STARTING AT THE GRASS ROOTS 


Now, you have answered the question I asked you, and also the 
next one that I intended to ask. I note on page 7 you say: 

But unless these people develop in the process a sense of participation in 
their own betterment, a spiritual sense of belonging within their own countries, 
and within a secure society, economic growth may bring more unrest rather 
than less. 

[ assume that to mean if we go in there and we help the top people 
and that help is not transmitted down to the bottom, we could do 
more harm than good. However, in some countries isn’t it almost 
necessary to get the consent and approval of the topflight people, 
who in some cases are the Government, before you can work among 
the people. 

Mr. Bowres. Well, I think the Government has to take the lead in 
a lot of this. You may be familiar, or you may not, with the Indian 
system of village work. It is based on our own rural program, our 
own extension work. 

They have 1 village worker for every 4 or 5 villages, which is, 
say, 3 or 4 thousand people. That village worker is trained in agri- 
cultural work, better seeds, better methods of planting, compost, 
manuring, use of seed beds and irrigation water and all the rest. 

He is trained in public health, cleaning up the village, better sup- 
plies of fresh water, and, third, he is also trained in helping to get a 

school started, and getting literacy going. 

Over him are a series of specialists, a specialist in education, a 
specialist in public health, a specialist in agriculture. So when he gets 
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caught in a particular problem in which he does not have an answer, 
he calls in the specialist to help him. 

A hundred villages are a unit and are operated as a unit. They try 
to build 2 towns or perhaps 3 towns within those hundred villages, 
and in those towns they will put the secondary schools. They will 
work toward technical schools and all that on a regular planned basis. 

It is done by the Government working this out, but through com 
mittees of villagers, and when they go to a village they will say, “We 
have got several things we can do. What do you think is the most 
important? Is it a road to the next village, so that the communica 
tions are better? Would it be a new hel or a new clinic? What 
should we do?” 

And the villagers will decide. But the village worker is trained to 
try to guide them into the most productive effort. He then calls o1 
volunteers to do this. He Says: 

“We haven’t the money to do this, but how many of you will work 
as volunteers ¢” 

And as they get this volunteer effort, he tries to guide it into these 
various channels. 

Now, they are covering 110,000 villages now, about 80 million people. 
They hope to cover all of India by 1961. And if they do, and main- 
tain this standard, I think it will go a long way to make India a 
thoroughly democratic country. 


CONTRAST BETWEEN INDIA AND CHINA 


The Chinese, incidentally, are going at it totally differently. They 
are putting their first priority on big economic industrial develop- 
ment. The villager is squeezed. The villager is the forgotten man 
right now of Chinese Communist development. 

He put Mao in power. It is conceivable that the villagers who put 
Mao in power may eventually be his downfall, because the Chinese 
villager is very powerful. Today he is being squeezed. 

Indian villagers have a completely free economy. He sells his 
grain in the open market to anybody he wishes to sell it to, or he can 
hold it back and not sell it. And it is a totally free economy in the 
villages, more free than ours. 

Senator Arken. And you agree with the story in the New York 
Times this morning that India is m: aking very much faster progress 
toward higher social and economic levels than China is at the present 
time ¢ 

Mr. Bowters. In the villages, Senator, I would say that was true, 
and in the villages the political consequences are greatest. 

The difficulty here lies in that the Vy may not show ‘the same progress 
in industrial development where China is putting all her attention 
and focusing all her effort. That is where India desperately needs 
help today, is in industrial development, if she is going to match the 
pace of C ‘hina. 


COLONIALISM, NATIONALISM AND COMMUNISM 


Senator Arken. The last question I was going to ask you probably 
hetter not be asked, but it relates to your statement at the top of page 8: 


As long as we continue to postpone the development of a clearcut and respon- 
sible policy on colonialism, our efforts to achieve a partnership based on mutual 


rea ee =o At 





MUTUAL SECURITY ACT OF 1955 521 


respect and understanding with a billion or more uncommitted people of 


the 
world will continue to be gravely handicapped. 


[ think 95 percent of the people of the United States will agree with 
that statement. However, there are some practical difficulties 
the way of taking that position at the present time. 

Mr. Bowres. Well, there are, I think. 

Senator ATKEN. Our position is well known; 
vell known, anyway. 

Mr. Bowtes. They are mistrusted, though. You see, in Indochina 
he Asian will say this: 

“In Indochina you moved in or the French moved in and you sup- 
ported them,” and a Nationalist revolt became twisted into a Coni- 
munist operation, because the Communists were able to go to the 
villagers and say “We don’t know whether you are Communists or 
jot, and we don’t care. There is only one issue here. Throw out 

» French, throw out the foreigner. Are you for that or against it ?” 

‘eld so villagers all over the country were pulled into an 
front under Communist leadership. 

The Prime Minister of Indochina told me just 2 years ago that when 
the Communists take over a village, they give the land to the people 

nd they abolish all the debts. Of course, after a while they would 
<crew down a much more rigorous control. The first thing they do is 
to make those changes. The peasant thinks he has arrived at the 
millennium. 

He said that the next thing that happens, the French may come back 

another 6 months or a year and reconquer the village. Immediately 
he landlord comes back in and takes his land and the moneylender 
omes in and says, “Where is my back interest of 20 or 30 percent?” 
So what happens to those villagers? They go out at night and join 

ie Communist guerrillas, 

He informed me that that was the problem; they couldn't win this 
var. Ele was very frank. He said that this war is gone. It can’t 
possibly be won, because everything is conspiring here to put the peo 
ple against the French and against the landlord. 


in 


our sympathies are 


antiforelion 


CONTRAST BETWEEN BURMA AND INDOCHINA 


Now, in Burma, next door, you had equal poverty, perhaps even 
greater difficulties. They lost their seven top men by assassination. 
hese were able fellows all killed off by a single blast of a machine 
gun. There were at one time five revolutions going on in Burma. 

Yet gradually Burma has managed to develop her people; a sense 
of participation has come; their reforms have gone through; thei 
schools are getting started; and Burma is getting to be 
country. 


a stable 


In Indochina, with all of our expenditures of ee of dollars, 
ith 38,000 French lives lost, a Buddhist country, equal in size, equal 
resources, a great many similarities because so one country tl 
colonialism tried to stay, the other the British gracefully got 


| think the contrast is a very startling one. 


] 


out, 


FUTURE DEVELOPMENT IN AFRICA 


Now, LI was in Africa this winter, and there is a great deal being 
lone there for the people. However, Africa is starting to simmer. 
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I was through Central Africa. It is beginning to simmer and stir. 
There is ee little communism or Communist influence in Centr al 
Africa, but I understand that there are hundreds of Africans now 
studying in the Soviet. 

We will eventually have the problem there probably. The re 
sources of Africa are tremendous. Without those resources our own 
economy would find it very difficult for the long haul to maintain 
any such basis of productivity. 

Within 15 to 20 years we are going to be importing 60 percent of 
our national resources. Africa is essential. 

But I don’t think you are going to keep access to these strategic 
metals of Africa unless you keep access to these strategic peoples « of 
Africa, because these people are on the move. 

The day when the 180 million Africans decide that they are going 
to throw out the 4 million Europeans, the 4 million Europeans are in 
awfully bad shape. 

Now, look at Belgium. Belgium today is a prosperous, competent, 
dynamic little country of 9 million people. She owns and controls 
the Congo. The Congo is half as big as the United States. For all 
anybody knows, it is half as rich as the United States. It is a very 
wealthy country. 

If Belgium can go into partnership with Congo, they can develop 
out of that great strength for Belgium, and Belgium will become a 
great power with those tremendous resources. But if the Belgians 
over a period of time attempt to fully hold down the Africans, hold 
them down and dominate them, eventually the 12 million Africans 
of the Congo will blow up against the 200,000 Belgians and you 
will have disaster. And you won’t have the resources. 

So I feel that unless we are prepared to take some tactful, respon- 
sible, reasonable steps toward the creation of a colonial policy, we will 
find ourselves in increasing difficulties all across the world, and so 
will our European allies. 

Europe in partnership with Africa may have her best days ahead. 
A Europe trying to dominate Africa may find she has another hor- 
nets’ nest on her hands, and many hornets’ nests that she can’t 
control. 

CONVINCING EUROPE THAT COLONIALISM IS BAD 


Senator Arken. Then if we adopt the strict anticolonial policy, it 
would appear perhaps that our biggest job lies in convincing some of 
our Western European friends ths at colonialism is not only bad for the 
whole world, but bad for them as well. 

Mr. Bow tes. It is the road to insecurity. 

Senator ArkeNn. Isn’t that where our big job lies? We don’t have 
to convince the educated people, at least, of these colonies that freedom 
would be good for them, do we? 

Mr. Bow.es. No. 

Senator ArkEN. So our job is in convincing some of our friends in 
Western Europe that colonialism is bad for them. 


GRADUAL ENDING OF COLONIALISM IN AFRICA 


Mr. Bow.es. Also I think you must add it cannot come tomorrow. 
It is going to come gradually, it is going to come slowly, but it has got 
to come, 





MUTUAL SECURITY ACT OF 1955 523 


For instance, take Tanganyika, take Kenya. If you freed those 
ountries tomorrow, you would have stark disaster. They are not 
repared for it, they haven’t enough educated people. You would 
ave chaos. 

But, for example, you would move in 5-year stages over a period of 
0 years, with local government at one stage, and county government 
t another, moving slowly, gradually toward the final stage of free 
an area without the European going. The African doesn’t want 

» European to go, he want him to stay there because he needs him 

diy. The point is if we take a moderate position of that kind, then 
vhen the African wants to move too fast, we can say to him as his 
friend, “Now look, you are asking too much. You can’t do that at that 
speed.” 

In other words, we can be a moderating influence here. 

We have got to be fully responsible. 

[f we try to appeal to the African grandstand as demagogues, we 

fools, and we will get ourselves into all kinds of trouble. 

We have to be patient and help to move them through education and 
reason and persuasiveness gradually over to another position, con 
incing the African all the time that he is moving in that direction 
Independence overnight would pe, me an chaos. 

Senator Arken. That is all, Mr. Chairman. 

The Cuarman. Thank you. a Fulbright. 


UNANIMITY AGAINST COLONIALISM AT BANDUNG 


Senator Fu.sprigutr. You made a very slight reference to the Ban- 
dung Conference, Mr. Bowles. I wonder if you would elaborate it a 
little. How do you evaluate the outcome ? 

Mr. Bowes. Well, I think one thing stands out right away as a very 
important fact, and that is that the whole conference unanimously and 
enthusiastically took a position against colonialism. 

There were some very good things said that we all enjoyed by Iraq, 
Ceylon, Pakistan, and the Philippines, in which they pointed out that 
Soviet imperialism was a whole lot worse than the European variety. 
But no one stood up for the European variety. 

There was a unanimity that colonialism had to go. I think that is 
point No.1. In our joy over hearing the Iraqi, and a few other people 
denounce the Soviet, we lost a little bit the point that all of them 
denounced the thing that we are associated with in Africa. 


AMERICAN ASSOCIATION WITH COLONTALISM 


Senator Futsrieut. I don’t quite accept the phrase “we are asso- 
ciated with’. We didn’t initiate colonialism, and you can’t expect 
this country overnight to abolish it. 

Do you think it is fair to say we are associated with colonialism in 
Africa or anywhere else ? 

Mr. Bowxes. They think we are. 

Senator Futsricur. But are we? You say it as if you think we 
are, 

Mr. Bowes. Well, through NATO they feel that we are. 

Senator Futgricut. I am not saying how they feel. Do you think 
ve are through NATO? 
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Mr.. Bowes. Well, we have taken a very neutral position, let me 
put it that way, in the U. N. and other ways. 

Senator Futsrientr. You have reference to North Africa? 

Mr. Bowes. North Africa, yes; and also, for instance, setting som: 
timetable for the development of independence. 

I wholly agree with you that freedom tomorrow would be disas 
trous. All I am pulling for is a reasoned steady march toward this i: 
which we could take a responsible position here. Irresponsible efforts 
to be free before you are ready just lead to trouble. 

A British governor of one of the colonies in Africa said that this 
car that we are driving is moving downhill. If we try to stop the 
car, we will have disaster. We have got to keep it moving in a 
moderate pace, where everybody knows where it is going. 

[f we recognize that, we are going to find, I think, most responsib| 
Africans, agreeing with us that these things can’t be done tomorrow 
But they are not quite sure that we mean it. 

We looked on Asia to a degree as a projection of Europe, and | 
think this got us into some diffic ‘ulty there. 

For instance, we looked on Indochina as basically a French prob 
lem, but I think it is also very much an Asian problem where the re- 
percussions are very great. 

Now, both Rane ations have had this same interpretation that 
Africa is more or less a projection of Europe. I think you have to 
start thinking of ‘it in terms of a very rich and vast and potentialls 
explosive continent in its own right. 





GRADUAL LIQUIDATION 





IS IMPORTANT 


I want to be very clear and emphasize that we have to move slowly) 
and we have to move responsibly. To try to excite a lot of passions 


and emotions and cheers for us around the world would be irrespon- 


ible and highly dangerous. 


| found a very wide area of agreement in talking to some of my 
British, Belgian, and other friends this March in Europe about the 
eventual partnership between Africa and Europe, which will give 
Europe the kind of strength and dynamic capacity that we all hope 
she has. 
| might say also that the British are doing a very remarkable job in 

st Africa—excellent job in the Gold Coast and Nigeria. It is a1 
llent model job of colonial liquidation. 

Senator Futsrigur. They have had a good record in that respect 
fora long time. 

Mr. Bow res. Excellent record. The British record throughout 
\sia is excellent, and they have a right to be proud of it. 


Wr 


exce 


LESSONS OF 





INDOCHINA 


Senator Fuisricut. It is quite a problem, you will recognize, 
for France, aside from the colonial question. You are always con- 
fronted with the two sides of the picture, aren’t you? 

Mr. Bowters. I agree, I think we should try to learn something from 
indochina. We certainly didn’t stabilize France by what. we did 
here and we ended up with our own prestige badly hurt, $3 billion 
down the drain—which is far, far beyond any economic aid programs 
through point 4—and with our military reputation shattered. 
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| hate to see us get beaten up. I think that is getting boring out 
there. And I hate to see western military troops take a beating, and 
hey did take a beating. 
| don’t. think this has strengthened us. I think the whole experi- 
nce has gfavely weakened us. We shoulddearn some lessons. I may 
e drawing the wrong lessons out of this. I don’t think so. 


EVALUATION OF THE BANDUNG CONFERENCE 


Senator Funsricutr. Coming back to the Bandung Conference, 
vou do not think it was as favorable to us as has been generally 

leved 4 

Mr. Bowes. 1 think it was very favorable to us in that there was a 
-ense of responsibility, I think, throughout the conference. There 
vas a great demonstration of good will towards America expressed 
over and over again, which I think was very impressive. 

| think our reservoir of good will in Asia should not be under- 

stimated. The people want us, they want to like us. They expect 
i great, deal of us. We have a tremendous fund of good will in Asia. 
[ think this Bandung Conference brought this out. 

[ do think that it tended to dramatize to all of them this question of 
colonialism. I think a lot of people may have been lulled into a sense 
of false security in regard to China. 

Chou En-lai turned on his charm and I think a great many people 

Asia were inclined to think that he has not been quite as dangerous 
is painted. TI personally think the Chinese are quite dangerous. 


DIFFERENCES BETWEEN INDIA AND CEYLON 


Senator Futsrighr. How do you account for the apparent dif- 
ference in attitude between the India leaders, Mr. Nehru and Mr. 
Menon and Sir John Kotelawela of Ceylon. 

Mr. Bowes. Ceylon is dependent upon the British fleet. They 
ilways come back to that very solid fact, that they have to be asso- 

ated really with the West because of the geogr aphy of Ceylon. 

[ think this also has a very great hold on India subconsciously. 
India imports many of her most crucial materials, and in any kind 
of drawn-out war control of the Indian Ocean and the Bay of Bengal 
would be essential to India’s survival. 

But I think the Indians are less aware of this. I had talks with 
any Indian officials. One point I tried to bring out to them was 
that we in a sense were doing what the British did in the last century. 
I said the British in the last century, with their efforts to create 
tability in Europe, helped to bring stability to the world. We bene- 

ted from it indirectly. 

We don’t like to admit it perhaps, but the British Navy in the 
\tlantic tended to keep away the imperialistic ambitions of Prussia, 
Russia, France, Spain, Portugal and the rest, and allowed us to 
develop our country in a sense behind the wall of that fleet. 

Now we are trying to do the same thing in Asia, to build up a wall 

‘hind which all of the people can freely develop their own societies 
xy their own independent governments. 

What was often said to me was, “Yes, but the British didn’t con- 
tinually remind vou that they were saving you from imperialism, 
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and if you would remind us a little less that you are saving us, wi 
might be more grateful for the salvation that comes.” I think a lo‘ 
of that is psychological. 

Senator Fu.tsricgnr. You said the principal reason for the dif 
ference between Ceylon and India is the existence of the British fleet 
If that problem did not enter into it, the Ceylonese would be n 
more sympathetic to the West than they wouk d be to Russia? 

Mr. Bowxes. Oh, no; I think they are trying to develop a demo 
racy there. Ceylon has done an exc ellent job. 

Senator Fu.tsrienr. You do not think that their feeling of re 
spect and kinship to our systems, both political and economic, comes 
simply from the existence of the fleet ? 

Mr. Bowes. No; I think basically they want to build a democrati: 
free society just the way the Burmese do, and just the way the 
Indians do. 

Senator Futpricur. Why isn’t that the determining reason rathe 
than the fleet? You leave the impression that they were under the 
gun; they didn’t dare say what they thought because the fleet was 
there and might shoot at them. 

Mr. Bowes. Oh, no. 

Senator Futsrient. You said that the main thing was the fleet. 

Mr. Bowes. Let’s go back to the question. You asked about the 
difference between India and Ceylon. Now, India has as much of 
a democracy as Ceylon has. That obviously isn’t the difference. The 
difference is something beyond the pursuit of democracy. 

Burma has as much of a democracy as Ceylon, but we also remem 
ber that Ceylon was cut off from our point 4 program for trading with 
Communist China by the rice deal in 1952 or 1953. 

I think all these countries, Burma, Ceylon, and Pakistan, and India, 
are trying desperately hard to build their democracies. I think that 
is the important thing, that they are trying to build a way of life, 
which is certainly quite close to our own. 

Pakistan has had more trouble than these other three, and there- 
fore perhaps has made a little less progress democratically. There is 
no doubt about what they are trying to do, and that is the predominant 
thing, of course. 


INFLUENCE OF AND DIFFERENCES BETWEEN WESTERN-EDUCATED ASIAN 
LEADERS 


Senator Fursrieut. I think it puzzles a lot of Americans that 
India, and Mr. Nehru particularly, seem to have less affection for the 
West than any other of the people you mention. I noticed that 
nearly every one of the leaders who spoke out in a relatively favor 
able way were people who had been educated in the West and who 
knew the West. They weren’t strangers to the West. They had been 
at the University of Beirut or in France or E ngland or America. 

Of course, Mr. Nehru was educated in E ngland and is a highly 
educated man, and yet he is the exception to this little rule. He seems 
to have an antipathy to the West. 

[ have said it and I have no explanation. All I can say is that he 


is the exception. I wonder why it is he seems to nurture some kind of 
antagonism. 
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Mr. Bowtgs. I think you have to distinguish between Western ideas 
nd Western policy, which are two quite different things. 
Now, as far as Western ideas are concerned, there are very few 
eople that have pressed for a free election in their own countries with 
e vigorous success that he had. The degree with which they have 
leve loped democracy and the whole technique of this rural program 
vhich is not anything forced on people are things right out of our own 
> ion of self- help and working together. Their whole attitude 
towards the civil rights, all of those things are right out of the West. 
Now, it seems to me those are the important things. In addition 
to that, I wish that they would accept Western policy and approve 
t. But when you say the West, I think you have to distinguish be- 
tween Western ideas of democrac y and W estern foreign policy. 
Senator Fursrient. This question of colonialism is part of the 
policy. Our policy in the Philippines is the same whether it is viewed 
from an Indian government house or a Ceylonese or a Burmese. 
But the Indians seem to disapprove of it. 
Mr. Bowters. I think they are very admiring of what happened in 
the Philippines. 


NEHRU’'S ATTITUDES TOWARD THE UNITED STATES 


Senator Futsricut. I don’t know if there is any answer. There is 
something that I don’t understand—why do the Indians among all 
of them seem to have less sympathy than any of the other countries 
mentioned that participated at the Bandung Yonference. 

Mr. Bowes. To our policies but not tothe principles. 

Senator Futsrieut. I see no valid reasons why their attitude on 
our policies should be so different from the attitudes of the other 
countries. 

Mr. Bowers. But you will accept my differentiation. 

Senator Foursricur. Yes, certainly. I think Nehru has been fol- 
lowing the ideas of the W est, which I guess were acquired in England 
in his younger days, and he believes in them. 

Mr. Bowxrs. He had every pressure on him to become a benevo- 
lent dictator in 1950, from 1947 to 1949, but he refused to do that be- 
cause he has deep feeling as far as democracy is concerned. 

However, he is critical. It is very frustrating to deal with him and 
I suffered a great deal over it. 

[ think a lot of it is due to a lack of understanding. I think Am- 

bassador Cooper is going to do an excellent job of bri inging some of 
ea facts home. For instance, I had long talks in India about the 
prisoner-of-war situation in Korea. It was broadly misunderstood 
out there. 

They did not understand the problem from our point of view. They 
did not understand the problem of Formosa very well from our point. 
of view. <A lot of this is just a matter of discussion and talk. 


REVOLUTIONS NOT BASED ON POWER BUT IDEAS AND PEOPLE 


Senator Futsrient. Who are the 1,200 million people that you kept 
talking about who changed their form of government without the use 
of force? Who did you have in mind? 
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Mr. Bowxes. I didn’t say without the use of force. I said without 
a preponderance of the power of t: anks and pl ines and the rest on then 
side, 

In Communist China, they started with 200 rifles and a thousand 
men and the Communist idea, and they took China 23 years later. 
wee itever you may say, the preponderance of steel mills and all that 

as not on M: ao’s side but was on the other side. 

‘Gandhi i started with an idea and a loyal following, and an extraol 
dinary skill in the organization of people and attitudes and 
and the British left India and Pakistan. Indiree ‘tly they left Burma 
and ¢ ‘eylon. 

The Dutch who had military power in a narrow sense of the word. 
were pushed out of Indonesia, 80 million people. The French did not 
lack for steel] production or tanks or planes. | point out they had 
almost $3 billion of our equipment and they were pushed out of 
Vietnam. 

In addition to these, you count in the Gold Coast, Syria, Lebanon, 
Egypt to a little degree, and the Sudan, and it amounts to 1.2 billion. 


UNITED STATES DEPENDENCY ON IMPORTS OF STRATEGIC RAW MATERIALS 


Senator Futsrieut. When you say this country imports 40 percent 
of its raw materials, what do you mean by that? You don’t mean all 
its raw materials, do you’ You mean certain classes of raw materials. 

Mr. Bowxes. Well, there are 42 on that list. 

Senator Futsrieur. Strategic materials? 

Mr. Bowes. Strategic materials essential to our economic develop 


ment and strength, and this figure I am told will grow to 60 percent 
by 1975. 

Senator Futsricut. I am not exactly clear what is meant by 40 per- 
cent of raw materials. Do you include in raw materials food, 
cotton ¢ 

Mr. Bow as. No, I should say strategic. 

Senator Futsrigntr. You mean strategic raw materials? 

Mr. Bowres. Right. That is a proper correction. 

Senator Fuisricur. Particularly with regard to defense, metal 
lurgy ? 

Mr. Bowxxs. That’s right, manganese, iron ore. 


ECONOMIC AID FOR ASIA 


Senator Funsrieur. In the bill which is the subject of consideration 
by the committee, approximately 25 percent of the amounts could be 
classed as economic aid and 75 percent either direct or indirect mili- 
tary aid. Do you think that is a proper proportion ? 

Mr. Bowes. Senator, I personally think that economic aid is as 
important in Asia as the military, and I think we could give a great 
deal more. 

There was a program talked about here in Washington, but it 
never saw the light of day. I never saw a great deal about it except 
what I read in the paper, but it seemed to me to be much more in 
line with our needs. 

I think what some of these countries require is a line of credit 
with loans. I don’t think the grants are necessary for most of these 
countries. 
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I think that they can generate enough wealth over a period of 
ears to pay a lot of this back. I would like to see, however, India’s 
dustrial expansion helped wherever we can to match that of Com- 
unist China, because I think this is going to be a competition be- 
tween China and India. It is going to be very historical, and I think 
. great deal will hinge on the results. 

[t is one thing to say that we get annoyed with things India does 

id says, and I agree a lot of them are annoying, but it is another 
thing if we look at the map and look at the whole structure of Asia. 
[ just don’t know what would happen to things that we believe in if 
India ever slipped. The result could be cat: istrophic. 

Lenin once said the road to Paris lies through Calcutta and Peking, 
ind they already have Peking. Now India is doing her part to build 
ip her economic life. She has done I think quite remarkable things. 
She hasn’t asked for our help. She puts up 93 percent of her own 
ipital expansion budget. 


STEEL MILL DEAL WITH SOVIET UNION 


I would like to see us doing more, particularly in the industrial 
field now. ‘They want a steel mill. The Russians unhappily say they 
are going to build them one. 

| don’t know whether it will go through or not, but I know the 
story on that at least from the viewpoint of the Indian. It is not 
i very good story. 

The Russians came to them, talked to them, said, “Why do you need 
a steel mill? Why do you have to get outsiders to help you build 
it? Why can’t you build it yourselves?” 

The Indians said, “Well, we never had any experience. The British 
ran the mills before.” 

They said, “Well, we will help you build it. You send your people 
to Moscow. We will train all the planners and all the people you 
need. We will send them back to India and these people will build 
the mill. Then you can say this was an Indian-built mill.” 

They are very skillful, very skillful indeed. It is a million-ton 
mill. India is going to decide fin: ally next November first, I believe. 

Senator Funsrieut. Are they going to pay for it, or will the 
Russians give it to them or what? 

or Bowes. The Russians are loaning them about $100 million 

4 percent interest to be paid back in 10 years. 

Senator Futericut. You recommend that we have a |: arge lending 
program in addition to this? 

Mr. Bowes. In the first 5-year plan the Indians hoped to bring 
about the political stabilization of the villages. They would like to 
see the villages stabilized politically and economically, not only 
through economic advance, but out of this sense of participation. 

The second 5-year plan puts a great deal of emphasis on economic 
industrial development. They wanted to double their industrial 
output in the next 6 years. Whether that is possible or not, I don’t 
know. That is what they are talking about. 

Senator Futsrieut. One last question on the steel mill. Did the 
United States ever negotiate with them about a similar project ? 

Mr. Bowes. There were Indians over here last September, Senator, 
working on this for about 6 weeks. I don’t know what happened. 
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They talked to some of our private firms. I understand they talked 
to some of the Government people. I just don’t know what occurred. 
I am not up on those things these days. 

Senator Futsricntr. That is all, Mr. Chairman. 

Mr. Bowes. I do know that the steel mill will be built by the 
Russians as now planned. I think it is a mistake and unfortunate. 

The Cuarmman. Senator Capehart ? 


LOCAL COMMUNIST MOVEMENTS 


Senator Capenarr. One question, Mr. Bowles. You talked about 
a section of India that started to go communistic a few years ago, 
und you described, I think, what hi appened. My question is, Were 
the leaders of that Russians or were they local people ? 

Mr. Bowtrs. They are all Indians, Senator. 

Senator Carrnart. All local people? 

Mr. Bowters. Yes, they are all Indians, and there is a conflict, 
always has been a conflict in the Indian Communist Party between 
those who would like to take over the country by organizing the 
peasants against the landlords, which they did in China, or by organ- 
izing industrial workers and students in the big cities. 

Senator Carenarr. Did Moscow have anything to do with it at all? 

Mr. Bow ers. Yes, sir, they ordered it. It was ordered in 1948. 

Senator Carprnart. What do you mean they ordered it? 

Mr. Bowes. There is a newspaper called “For a Lasting Peace 
for a Peoples Democracy,” published in Bucharest, Rumania, and 
that is the Cominform official paper that sends out the word. 

Senator Carenartr. Then these Indians that handled this, they were 
Indians, they were not Russians. 

Mr. Bow tes. Indians. 

Senator Carenart. Indians that belonged to the Communist Party. 

Mr. Bowtes. Right. 

Senator Capenart. Is that true in every country of the world? 

Mr. Bow es. I think it is. 

Senator Carenart. Do they have Communists in the United States, 
for example, that belong to the party in Russia? 

Mr. Bowtes. Well, from what I read in the paper, I think every- 
body that belongs to the Communist Party is in one way or another 
taking his orders from Moscow or Peking. 

Senator Carrnart. You say you think he is? 

Mr. Bowtes. Yes, I think anybody is who belongs to the Communist 
Party. 

Senator Carrenarr. But in all of these countries, however, the 
Communists are natives or local people. 

Mr. Bowxes. That’s right. 


RUSSIAN FINANCIAL AID TO LOCAL PARTIES 


Senator Capenart. Would you say that they are getting more than 
an inspiration from Moscow ? 

Mr. Bow es. I think they get money. 

Senator Carenart. You think they are getting money? 


Mr. Bow.es. They do over there in one way or another. It is very 
skillfully handled. 
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Senator Carenart. Do you think we have Communists in the 
United States, native American citizens, that are getting money 
from Moscow now ¢ 

Mr. Bowtgs. I don’t know that. 

Senator Carenart. Is that true in India? 

Mr. Bow Les. Well, they have a very curious way of financing it. 
They send in free books from the Soviet Union. 

Senator Capenart. Free books? 

Mr. Bow es. Free books; yes, sir, they are printed in Moscow, they 
are sold in India. The proceeds from the sale of those books goes 
to help finance the Communist Party. It is that sort of a ruse. 

Senator Capenart. In India? 

Mr. Bow tes. Yes. 


MOSCOW CONTROL OVER LOCAL COMMUNISTS 


Senator Capenart. Now in China, of course, it was the Chinese 
themselves that became the Communists. 

Mr. Bow gs. That’s right. 

Senator CapeHart. They were you think directed by Moscow ? 

Mr. Bow.es. Well, now, I think there it is quite different. I think 
they joined with Moscow. They are certainly very close to Moscow 
today, but in 1923 when Sun Yat- -sen asked for help from Moscow, 
they sent in a mission, headed by Borodin, that went to China to take 
over the whole operation of the Communist Party and Chiang Kai- 

shek in those days went to Moscow for military training in 1923 to 
1924. However, it failed because they tried to focus their attention 
on a nonexistent industrial class in the whole Marxist doctrinaire 
concept, and this class just didn’t exist in China in great degree. It 
failed. 

But Mao Tse-tung deviating from this strict Moscow concept, 
organized the peasantry and over a period of years, so developed his 
strength among the peasantry that he finally drove Chiang out. 

Senator CapreHart. Are the Communists in the Malayan States 
getting their help, power, or inspiration more from Moscow than the 
Chinese Reds ? 

Mr. Bow es. That I don’t know. When I was out in Asia 2 years 
ago, and when I came back we used to think the line of influence was 
drawn somewhere in that area and we were inclined to think that 
Malaya was just in the Peking orbit. But, of course, none of us really 
knew. We were just guessing. 

Senator Capenarrt. Is it a fair statement to say then the so-called 
revolutionists—those who are against existing orders, at the moment, 
in every country in the wor ld—are looking to Moscow for power and 
inspiration and help. 

Mr. Bowes. Moscow or Peking, of course. Moscow has more re- 
sources to give them. They have more money and funds to give them 
but I think in Asia Peking has a good deal to say about the operation 
of these parties. 

Senator Carenart. That is getting back to my question. Is it fair 
then to say that the Communists in each of the countries of the 
world—those who are dissatisfied and unhappy with the existing order 
of things—including the United States, England, France, in every 
country regardless of its status, are looking to Moscow for inspiration 
and direction ? 
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Mr. Bow rs. I think that is trne and I think one of the things we 
should ask the Russians to do when we start bargaining with them is 
the abandonment of the Cominform ope ‘ration of world revolution. 

Senator Capenart. Is it your opinion that Moscow is encouraging 
that or are these local pe ople pushing themselves upon Moscow ? - 

Mr. Bowers. No, I think it is a world C ommunist operation and 


always has been, developed by them, but I think I might add one thing 
if | mAYV. 


SUCCESSES AND FAILURE OF COMMUNIST REVOLUTIONS 


it is very Interesting to see where it sueceeds and where it fails. 
There were six revolutions started in Asia in 1948. All of them 
resulted ap parently from the orders or directions of this “A Lasting 
Peace for Peoples’ Democracy” newspaper. 

In four of those countries the revolutions failed. In two of them 
they didn’t succeed. 

The four countries where they failed, the Philippines, Indonesia, 
Burma, and India, were all countries that were free where the Com 
munists were unable to capture the nationalist movement and turn it 
against the colonial power. In Indochina and Malaya, it was the 
other way, and they caused a lot of trouble. 

Senator Carenarr. In the Hyderabad area you described, I think 
vou said it was 100 villages, the Communists failed, but only after 
many were murdered and a lot of disaster. Why did they fail? 

Mr. Bow es. First of all. they were put down by the Indian Army. 

Senator Carenarr. By the Indian Army? 

Mr. Bowxes. First, but then the unrest, the feeling of misery, was 
still there, out of which they had originally built their movement 
and it was not until the Indian Government moved in with better 
methods of planting food, and cleaned up the villages and started 
schools, and gave these people a sense of progress through their own 
efforts, largely, that the area was stabilized. 


SOIL FOR COMMUNISM 


Senator Carenarr. Did they fail through virtue of the Indian 
Army or through virtue of the latter whic h you are describing or a 
combination of both ? 

Mr. Bow.es. Let me put it this way. If they had done this village 
development job in the first place you would never have had the revolt 
because the conditions for the revolt would not have been there. 

Senator Carenarr. If that is true, then why should there be any 
Communists working in the United States ¢ There is cert: ainty nothing 
here in the economy that would warrant a man to be a ¢ ‘ommunist. 

Mr. Bowtes. You people are much more expert on that than I am. 

Senator Carruarr. No, I don’t think I am as good an expert as you 
are, 

Mr. Bowes. What do they say, there are 25,000 Communists here 
or something ¢ 

Senator Carruart. I don’t know but we have just developed your 
nei there are native Communists in every country and they are 
the troublemakers, and you think they get their inspiration and power 
from Moscow. 
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Mr. Bow.es. And money, but they can’t go very far if the con- 
ons are wrong. You always get 25,000, or ten or five or three 
sand distorted, twisted people with an idea that they want for all. 
avbe they have sociological reasons, psychiatric ee lems, or heaven 
J wipes what. The point is, Do they have a soll which they can 
roceed to gain ¢ 
Senator Carenart. They never had a soil in the United States, I 
ldn’t think comparable to India. 
Mr. Bowres. They had it in 1932. <A lot of times it isn’t a matter 
f poverty, so much as appearance of injustice. 
Senator Capenarr. Are you certain there aren’t a lot of so-called 
ommunists that are really revolutionists who want change and power 
they simply use communism as an excuse. 
Mr. Bowxes. I think they are all, ina way. This is a very compli- 
ited ‘sub ject, 
The adoption by a young man of a lot of western ideas, breaks down 
s old religious concepts, family concepts, concepts of life that have 
en him a sense of security. 
He is evolving toward a sense of individual belief and conviction, 
t in the process many of them become frustrated because their pat- 
of life is changed. The Communists come along and say, “Look, 
ve will tell you what to believe, what to think, what to fear, what to 
ate. 


STEPS AGAINST COMMUNISM 


Senator Carruart. If there are—and I am inclined to believe that 
e are—these local native Communists in every country in the 
ld working and getting their power and strength and inspiration 
from Moscow, would we be justified in this country and any other 
uintry, then, to use any means at our disposal to eradicate them 

d get rid of them ¢ 

Mr. Bowrrs. Any effective means, Senator, I would say. 

Senator Carenarr. Any means to get rid of them? 

Mr. Bowxes. Any effective means. 

‘enator Carenartr. What do you mean by “effective means ? 

Mr. Bowxes. I think you have ‘to destroy the conditions under which 
hey grow, as far as youcan. I don’t think you can blow up an idea 
\ = a bomb. I think you have to be w illing to use the bomb in your 
own defense if you are attacked, but I don’t think you can destroy 
ae with bombs, even bad ideas. 

Senator CareHart. These small groups are in each country of the 
worl 1 getting ready to cause trouble. You don’t think we are entitled, 

ich country is entitled, to take whatever means is necessary to eradi- 

ite them right now ? 

Mr. Bowxes. If you mean attack Russia, I would say—— 

Senator Carpeuart. No, I don’t mean that; I mean attack these 

itive local Communists and deal with them. We have est: ablished 
the fact that you think there is some of them in every country in 
the world. They are not Russians. They are natives of each respec- 
ive country, getting their power and inspiration from Moscow. 

Mr. Bow.es. If we handle the problem by eliminating the ground 
n which they grow you will end up with nothing more than some 


Vo! 
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crackpots instead of a lot of Communists, and that is what I believe 
so very strongly. 

Senator Carenarr. Let me say this: If there is any ground in the 
United States for communism what would the situation be like in 
India? 

Mr. Bow.es. The Indian Communist Party has not done very well. 
It has taken a lot of beatings. 

It took an awful beating when I was out there in the winter elections, 
in Andhra. It took the beating because the Government had gone in 
and helped arouse a great deal of sense of progress and prosperity. 


GREATER EMPLOYMENT AND TRADE NECESSARY 


Senator Carenartr. Would you agree with me, then, that the answer 
is more jobs, making things within these respective countries to sell 
among themselves, and trade within a country itself? 

Mr. Bow es. I think it isa great help. 

Senator Carenarr. Shouldn't point 4 and our aid be directed more 
toward that and creating an economy within these respective countries 
to make and sell things among themselves, thereby increasing their 
income? Isn’t that the answer? 

Mr. Bow es. I think it is very good, but you have to remember that 
a great many of these people never make anything that goes into 
international trade. 

You might broaden that a little bit to eliminate the conditions of 
misery in the village, which you can do with relatively small amounts 
of money, because you have free labor. 

Senator Carrnarr. What is the population of India? 

Mr. Bow tes. 360 million. 

Senator Carenartr. That is 200 million more than in the United 

ates. 

Mr. Bowers. Almost that. It is about 200 million less than China. 


DIFFERENCE BETWEEN UNITED STATES AND INDIAN ECONOMY 


Senator Carenartr. What is the difference between the economy of 
India and the economy of the United States? 

Mr. Bowes. Fantastic differences. 

Senator CareHartr. What is it, just briefly ? 

Mr. Bow.es. We are heavily industrialized and they are not. 
Twenty percent of our people produce all of our food. They take 
80 percent of the people to produce their food. 

Senator Carrenarr. Isn’t the answer that we have a job for all of 
our people and they produce things that we sell among ourselves ? 

Mr. Bow es. That’s correct. 

Senator Capenarr. Isn’t that the big difference between the economy 
of the United States and India? 

Mr. Bowtes. Yes. 

Senator Carenarr. Now, if they can learn to create jobs and make 
things to sell among themselves, using their own currency, they 
wouldn’t need United States currency to do that. 

Mr. Bowes. That is the big thing; that is just what I am for. 


Senator Carrwarr. That would eliminate all their problems, 
wouldn’t it? 
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Mr. Bow es. A lot of Indian production comes from the local black- 
mith shop, fabric shop, little local industries, small business. 

Senator Carrenart. If they would start making shoes and clothes 
ind the tens of thousands of things that we make in the United States, 
t would create jobs for people and things to sell to each other. 


GETTING INDIAN PRODUCTION STARTED 


Now, how is the situation going to be handled in these so-called 

ickward countries until that sort of an economy is created? 

Mr. Bow xes. That is what they are trying so desperately to do. 
[hey have even gone so far in certain villages I was in, without the 
ise of money, to go to a carpenter and say, “What do you want?” 
He will say, “I want some new knives.” “How much time do you 
ave?” “Well, I have half my time.” 

They go to the blacksmith shop. He wants some chairs. The 
obbler wants some chairs and knives. They take this free time and 
trade it back and forth, so one man gets his knives, another man his 
hairs, and this whole thing starts to creep up. The point is they 
ilso need such things as steel production and fertilizer production, 
iydroelectric power. 

Senator CareHart. That would be part of the jobs and part of 
the industry ¢ 

Mr. Bow gs. That’s right. 

But we only employ 18 million people in this great country in all 
of our heavy industrial production and factories. 

Senator Carenart. We employ 50 million in the United States, 
in addition to the farms.’ 

Mr. Bowtes. That’s right. But I am talking about heavy indus- 
trial production. Small industry is going to employ most of the 
pe ople. 

Senator Carprmarr. Don’t you think maybe we ought to study the 
possibility of helping these countries to create more jobs and more 
business themselves ? 

Mr. Bowes. That’s right. 

Senator Carpenart. That might well be a study this committee or 
ome other committee could make. 

Mr. Bowtes. I think it would be fine. 

Senator CareHart. Point IV and our other aids ought to be more 
directed to that angle than possibly some other angle, because it 
doesn’t do much good to go in and teach a man how a run a tractor 
f there is no tractor for him to run when you get through teaching 
him. 

Mr. Bowes. The Ford Foundation is doing a lot of excellent work 
on this subject out in India now. It is making some wonderful 
studies. 

Senator Caprmart. As big as it is, it is so small it can hardly make 
a dent. 

Mr. Bowtes. That’s right. 

I would love to see India able to draw on American skills in plant 
production, hydroelectric power, steel—some of these places where 
we have built such industrial strength. 

Here they are in competition with China, and I hate to see them 
start to turn to the Soviet Union for that kind of help. 
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After all, we have got the greatest industrial system in the world, 
and it seems to me tragic to see them drawing, or starting to mov 
to other people to get industries and capital. 

Unless I am very much mistaken, the Russians will get back the 
money in 10 years at 2 percent. I think they will be paid back. 

The CHarrman. Any further questions? 

Senator Carenarr. Thank you; no. 

The Cuairman. Senator Humphrey ? 


NATURE OF NATIVE COMMUNIST MOVEMENTS 


Senator Humpurey. Mr. Bowles, I want to clarify this record a 
little bit on the questions that Senator Capehart was asking in refe1 
ence to the Communist infiltration in these countries. You said, that, 
of course, they are not. Russian Communists, by Russian nationality 
They are domestic native Communists ¢ 

Mr. Bow es. Yes. 

Senator Humpurey. Is it not true in many instances that the top 
leadership of these indigenous Communist movements have been 
Moscow-trained or Peking-trained ? 

Mr. Bowes. Most of them, and more and more of them are going to 
Moscow and Peking out of the Communist Party. 

I might also add the Communists. are being very skillful in thei 
selection of people to go to Moscow and Peking. They are not se 
lecting so many Communist leaders, although lots of those are alre acly 
there. They sometimes take middle class and quite conservative peo 
ple, send them up and back. 

Most of your young Chinese Communist leaders in Southeast 
Asia have gone to school in Peking. Several hundred go up ever) 
year. 


MEASURES AGAINST COMMUNIST ACTIVITIES BY ASIAN GOVERNMENTS 


nator Humpnurey. Mr. Jowles, is it not also true that in cow 
tries such as Burma and India, just to mention two, the national gov 
ernment has taken strong measures against the Communist rebel! 
ons and Communist uprisings ¢ 

Mr. Bowes. I would almost say ruthless measures against then 

Senator Humpurey. In India the Government has exercised 
police power to imprison certain Communist leaders ? 

Mr. Bowxes. When I arrived in India, there were 8,000 Commu 
nists in Indian prisons, just because they were leaders of a troub! 
making group. 

‘They have a law they are not very proud of, which allows them t 
put in jail for 6 months anyone who they feel is about to cause rea 
trouble for them. 

They don’t like it; they say it doesn’t fit in with their Bill of Rights: 
they are embarr: assed about it; but they say the first job of democracy 
is to survive, and so they cut that corner. 


COMBAT GROWTH OF COMMUNISM AT SOURCE 


Senator Humpurey. Your point, as I understand it, was that these 
measures are not adequate. You might be able to incarcerate a certain 
number of the leaders on this basis, but you have to remove some of the 
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onditions that make possible the growth of this Communist power in 
the area. Isn't it also true that a number of the people that follow 
these Communist leaders are not Communists at all ? 
Mr. Bowxes. That’s right. They are mixed up, confused, frus 
rated people, looking for some cause to follow. 
Senator [lumpurey. A while ago you mentioned the deviation in 
China of Mao Tse-tung. Was he not a Moscow-trained leader ? 
Mr. Bow! ES. Ile is a Moscow-trained leader. 
Senator Humpirey. Ho Chi-minh was a Communist-— 
Mr. Bowes. I don’t think Mao Tse-tung ever went to Moscow, but 
e grew up under the influence of people who had been there. 
Senator Humpurey. Was Chou En-lai ever trained in Moscow ? 
Mr. Bow.es. No, I don’t think so. He has been to France. 
Senator Humprrey. But your point in answer to Senator Cape- 
art was that the organizations in these respective national states 
ive a general unity of direction and are part of a world-wide Com- 
niunist apparatus ¢ 
Mr. Bowes. Right. 


NEED FOR GLOBAL PROGRAM 


Senator Hunrurey. Isn’t a part of our problem today that we 
ion’t seem to come to grips with—that we like to take a parochial and 
provincial attitude on these matters ? 

We will see something going on in the Far East and we will want to 
oncentrate on that. 1 look at the papers every day, as I have been 
oing throughout the years, and I can’t even find the word “Formosa.” 

Only a few weeks ago you couldn’t find anything else but Formosa. 

Now the papers are all about Austria or about Germany. We tind 
ourselves flipping from one side to the other when, in fact, is is neces- 
ary for us to have a global pattern of conduct and program, with a 
uflicient amount of flexibility to meet these threats wherever they 
come up. 

Mr. Bowes. Exactly. 

We have been trying, in my opinion, to deal with a proble m which 

many-sided, solely or largely through military means. The mili- 
tary means are very essential. 

if we weren’t strong militarily we would really face disaster but, as 
[ pointed out here in my statement, 1,200 million people have changed 
their form of government through the power of ideas and without 
guns or with a modest. amount of guns. 

Military power alone is not going to give us stability any more than 
a police force will give you a good community. If you didn’t have a 
in police force in Minne apolis you couldn’t build a good school 
system, but if you want a good school system and and community 
attitudes, you want to do something more than build a good police 
force. You have got to build a school system. You have got to be 
positive. 

Everybody knows we are against communism. You have got to 
remember that the ideas ahieh are moving the world today are our 
ideas, and we ought to grasp them to our bosom and recognize them 
as our own and be proud of them and not let the Reds take them away 
from us. 
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Senator Humrnrey. My point earlier in reference to global policy 
is that we seem to have ourselves swung from one pendulum to another. 

Somebody is trying to show me a story about Formosa. [ still 
submit that the headlines of recent weeks, before the Austrian Treaty, 
were concentrated entirely in the Far East, and that now we find our- 
selves emphasizing another part of the world when, in fact, the Com- 
munist conspiracy, as you have portrayed it here, indicates that it 
operates all over at the same time, with emphasis in one area or 
another. Is that correct? 

Mr. Bowes. We are trying to treat the symptoms. We are jumping 
from crisis to crisis, and in my humble opinion we will continue to do 
that, unless we come to grip with the revolutionary forces behind 
those crises. 

Senator Humpnrey. What is the population of Burma? 

Mr. Bowes. Twenty million. 


BURMA AND FORMOSA COMPARED 


Senator Humpnrey. Do you consider Burma potentially as wealthy 
an area as Formosa ? 

Mr. Bowes. Well, they havea long way to go. In Burma they have 
probably 35 or 40 percent of the people in school. In Formosa it is 
perhaps 95 percent. 

The Japanese, as you know, built up a very highly literate people. 
The Japanese were trying to show Asia that they were better colonizers 
than the British, and they did quite a job in Formosa with hydro- 
electric power, village electrification, and all that. 

Senator Humpnrey. What are the mineral resources there, Mr. 
Bowles? What are the potential minerals and timber? 

Mr. Bowtes. In Formosa? 

Senator Humpnrey. As compared to Burma. 

Mr. Bowtes. I don’t think they have very much. There is some 
iron ore. They used to export rice, and probably are exporting some 
now. 

Burma is a big rice exporting country, or can be. It still is export- 
ing about a million tons a year. 

They have big timber resources, they have some oil resources. The 
oil resources may be substantially bigger. 

They have got a very tough and competent people. I think it is 
interesting that although they were in desperate trouble in 1948, 
1949. 1950, 1951, that the Communists did not help subsidize the local 
Communist Party, largely because the Government took all the argu- 
ments away. 

The Government put through all the reforms that the Communists 
talked about. 

The last major Communist leader surrendered last August, and he 
was asked why he surrendered, and he said: 

“Because the Government took our arguments away from us.” 

In other words, they built the schools and roads and were begin- 
ning to build up a society there and give the people some sense of 
hope. 

BURMESE ATTITUDES TOWARD THE UNITED STATES 


Senator Humpnrery. Did you meet the Prime Minister while you 
vere there? 
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Mr. Bowes. Yes, I did. I spent 2 days with him. 

Senator Humpurey. What is the general attitude of the Prime 
Minister of Burma relating to the United States! Is it one of an- 
tagonism or friendship ? 

Mr. Bow tes. I would say one of very real friendship. He went 
to China last fall and made a speech in Peking in which he called the 
American people his friends and said they were a great people, a 
friendly people, a people who wanted peace. He told me that every 
paragraph of his speech was wildly applauded until he got to that 
one, and that was followed by quite a silence. Nevertheless, he said 
it just the same. He is coming over to this country in June. He is 
a remarkable man. 

Senator Humpurey. Did the Prime Minister say anything to you 
about our failure to have an ambassador in Burma during a consider- 
able period of time? 

Mr. Bow es. Senator, I probably shouldn’t comment on my con- 
versations with the Prime Minister of Burma, but it is true that we 
were for 9 months without an ambassador in Rangoon. 

Senator Humpnrey. Having been in that part of the world, is that 
looked upon with joy and jubilation or is it looked upon with a cer- 
tain amount of foreboding and unhappiness ? 

Mr. Bowes. They are inclined to take it as a slight because so much 
is on a personal basis in Asia. 

They have been accustomed to being treated as second-class citi- 
zens, and when these things occur, even though for very good admin- 
istrative reasons, or for reasons that couldn’t be prevented, they are 
easily misrepresented by the people of Asia as meaning simply that 
we are treating them as peoond- class people which of course is not our 
intention at all, or I am sure is not the intention of the State Depart- 
ment. I think it was unfortunate. 

Senator Humpnrey. Do we have a pretty good establishment in our 
Embassy in Burma? 

Mr. Bowes. I was very much impressed with all the people I have 
met there. Our new Ambassador Satterthwaite is a very able fellow, 
former Ambassador to Ceylon. 


COMMUNISM IN INDOCHINA 


Senator Humpnurey. This is my final question. What is the situa- 
tion in Indonesia today as you see it, Mr. Bowles, relating to the 
impact or influence of the Communist Party of Indonesia ? 

Mr. Bowies. The Communist Party of Indonesia is a very noisy 
party and on the surface it looks very formidable. How formidable 
it really is, I don’t think we are going to know until the elections 
which are scheduled for this September. 

I went out to Asia very frankly with a little bit of the feeling 
that most of these people are not ready for elections, and what we 
really needed was sort of a benevolent autocracy as you had in Turkey 
until they did get ready. 

I came away ; convinced that unless you do refer these questions to 
the people, the government has no indigenous feeling or strength and 
anyone who can form the biggest parade up the local street is likely 
to become more powerful than is justified. 


62426—55——_35. 
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It is my guess, and it is purely a guess, that in Indonesia, particu- 
larly on the island of Java, where most of the people are, that the 
villages are in pretty good shape. I would be inclined to think that 
the Communist program there may have more noise than it has depth. 
I don’t think we will know this until after the election in September. 

Senator Humeurey. Is it true that the Defense Minister of In- 
donesia is Communist? 

Mr. Bow tes. I hear he is Communist-influenced. 

Senator Humpurey. Is it true that the head of the internal police 
of Indonesia is also a member of the Communist Party ? 

Mr. Bowes. That I don’t know. 

Senator Humpnrey. Do you feel that the Indonesian Government 
today is as strong as it was 2 or 3 years ago in terms of its own internal 
stability ? 

Mr. Bowxes. I would say from what I read, and unemployed bu- 
reaucrats such as myself are at a handicap because all we get is what 
we read in the newpapers 

Senator Humpnrey. May I say that is no handicap. 

Mr. Bowtes. We don’t have access to all of the inside information, 
most of which appears, I find, in the press anyway. 

I used to wonder whether I read some top-secret dispatch in the 
State Department or in a paper. I never was quite sure, sometimes. 
I would say when I was there they were struggling very hard in 
Indonesia to get stability and they were making some progress. I 
would say from what I know that it has deteriorated somewhat. 

I think Chou En-lai’s visit there was very appealing to the local 
3 million Chinese. A lot more Chinese students have gone up to 
Peiping to be educated and sent back as organizers, I am sure. 

All that I think is dangerous. I am delighted, however, that they 
are moving nearer the elections because I think that once you see 
that your ‘Communist opposition amounts to only 5 or 10 percent 
that you take on a lot more confidence. You don’t feel that you 
have to bargain or compromise with them. 

Of course, we know from experience that if you put Communists 
into a government it is the beginning of the end. The united-front 
concept just does not work. We watched it with almost disaster 
in Europe. The Indians know this and at no point have they ever 
allowed a coalition government with Communists to grow in any 
state. I am not sure these other people are quite sophisticated, but 
it is my hope the election of September ' will tend to straighten out 
a good deal of this, and my guess is the Communists will ‘show less 
strength than expected. 

Senator Humpurey. Is President Soekarno friendly toward the 
West? 

Mr. Bow zs. I think he is very friendly although he shares these 
frustrations and uncertainties, and I think sometimes lacks infor- 
mation as so many of these leaders. 

Also this tremendous emotional feeling that makes it very hard 
for them to think straight. Where we see communists everywhere, 
they see colonialists ev erywhere. 

Senator Humpnrey. Thank you, Mr. Bowles. 

The Cuarmman. Senator Barkley, have you any questions? 
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Senator Barkuey. First, I want to express my regret that I did 
not hear Mr. Bowles’ original statement. But, anyhow, I have en- 
\¢ ved very much his answers. My late arrival will probably prevent 

‘from asking very many questions. 

” ibaa thirty-od« [ years ago, I think, a book was written by Lothrop 
Stoddard on the Rising Tide of Color. It was a very interesting, 
and in a sense a very alarming book. Do you recall having read 
that book ¢ 

Mr. Bowes. Yes, I do. 

Senator Barkiry. What has happened and is happening in Asia 
and Africa it seems to me to be a considerable fulfillment of his 
predictions, 

Of course, the question of communism was not involved there yet 
but we have seen the expression of the fundamental desire of the 
people of Asia and Africa, whom he referred to as colored, to throw 
off colonialism and to establish their own independence and not to 
allow a minority of the world’s population to continue forever to 
dominate them. Is that your feeling / 

Mr. Bowes. That certainly is, but I think this is the deepest 
and most profound feeling we have to cope with, 


INFLUENCE OF RELIGION ON ASIA 


Senator Barkiry. We here in this country are dedicated to the 
separation of church and state. It is made a part of our fundamental 
law. 

In those countries I have had the impression that they are seeking 
somewhat of a revival of Hinduism, Buddhism, ete. 

Are these religious playing a part in this movement! Are they 
taking advantage of it, or promoting it or seeking to retard it? What 
is the connection, if any, of these great religions of Asia in this effort ? 

Mr, Bowres. Of course, Pakistan was created out of the feeling 
of the Moslems of India; they wanted a separate state. The Indians 
oppose ‘d this very sharply. 

The Indian Constitution provides all rights to all religions and I 
think that is completely lived up to. It is an extraordinary perform- 
ance in building a secular state in which religion has no part. 

There are 45 million Moslems in India and they have full religious 
rights as do the Christians or other religions. The Moslems were 
given high positions in the government in an effort to make them feel 
secure in the new state. 

For instance, they were given the post of Minister of Education, and 
Deputy Minister of E dueation. Nehru made a speech in which he 
sald: 

I have tried to think of some way I could give the Moslems of India full con- 
fidence that they were brothers and living with us on an equal basis and the best 
way I could think of was to turn over to them the education of our children. 

The Education Department and the Ministry of Education has a 
great: Moslem coloration deliberately to try to give them a sense of 
confidence. 


62426—55———-36 
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Burma is Buddhist but there is again a total freedom of religion as 
there is ¢ a There is some struggle in Ceylon between the Hindus 
and the Buddhists, but I don’t think it is so much a religious matter. 

I feel that one of the strengths that is growing up out there, par- 
ticularly in India, and I think in Ceylon and in Burma, is a religious 
revival which i is quite exciting and quite powerful. 

You knew the Prime Minister of Burma is a deeply religious man. 
He is a Buddhist. He said that some politicians I understand in 
America say if you don’t give me the job I want I will quit and go 
into business or go teaching. When I don’t get what I want here 
in Burma I say 1 will go ‘into a monastery if you don’t look out. 
And he said “they all know I mean it. 

There has been a tremendous big revival of the Buddhist faith. It 
isa very powerful anti-Communist force. 

In India I would say that the force that seems to be developing 
there is a Ghandian concept which is really a synthesis of several re- 
ligions including Christianity. Ghandi always said the Sermon on 
the Mount was the heart of all great religions. He always used to 
draw from that very heavily. 

This whole Ghandian idea, not just of law and nonviolence, but 
Ghandian idea of service to your fellowmen and to your community is 
having a tremendous birth and is a great power here. I watched 
young people in some of these schools, 20 or 25 years old, trained to 
go out to the villages and in their sunset services they had readings 
from the Buddhist books, from the New Testament and the Koran 
stressing the oneness of people. It is a very powerful thing growing 
up here in India and it is totally anti-Communist, very powerfull} 
anti-Communist. 


EDUCATIONAL INSTITUTIONS IN ASIA 


Senator Barkiry. Many of these leaders in the past in India and in 
other countries throughout Asia have received their education in 
Oxford and Cambridge in England and some of them at Yale and 
Harvard and other colleges in the United States. 

| presume if they are able to establish a stable government and 
stable political system and stable economy, that they will all decide 
to be educated in institutions of their own, if they can have them. 
But if they don’t have them and they can’t maintain them, and they 
are thrown upon Moscow or Ps ‘king for their education, that would 
be disastrous to the democratic world, wouldn’t it, Mr. Bowles? 

Mr. Bowtes. It certainly would. 

Senator Barkiey. In their efforts to develop their economy and 
their political institutions, are they also seeking to develop their 
educational institutions ¢ 

Mr. Bowes. India graduates every year 50,000 students from uni- 
versities, which they inherited from the British. It is a very com- 
plicated system. 

Unfortunately, they have tended to concentrate on a very narrow 
concept of the Oxford-Cambridge liberal arts education. You might 
describe it as British education of 1880 or 1890. It was put out there 
really to establish an Indian gentleman who would associate himself 
to a degree with the British aristocracy. Out of it came a hesitancy 
to plunge in and get their hands dirty in building a nation. They 
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ave too few doctors that are trained. They are very conscious of this 
nd are working very hard to correct it. 

They are trying to revamp their whole educational system to give 

higher degree of liberal arts education, to train people who can 
think, but also engineer: , technicians, doctors and the rest. 

L understand in China 50 percent of all the college undergraduates 
ire taking engineering courses. My guess in India is the figure is 
jot more than 5 percent. That is a very real danger and emphasizes 
what you say. 

They are conscious of it but ideas in education, as we all know, 
1ove very slowly. 


COMMUNIST CHANCES IN FREE ELECTIONS 


Senator Barkxitey. When I was in Europe in the autumn of 1947 
and again in 1948, in the satellite countries, I got a very distinct 
mpression. I was told in Warsaw by very prominent people some of 
them in the government, that if the people could vote on the kind of 
vovernment they had imposed upon them from without, and had their 
otes counted as cast, not more than 15 percent of the people would 
vote for what they had. But they couldn’t vote that way because if 
they voted against the government ney were liquidated by sunup 
the next day. I had that same feeling in Russia when I was there 

o years ago. 

Do you “think the people of China, if they had the right to vote 
freely as we do in this country, and have their votes counted as cast, 
would vote for this Communist form of government? Have they 
really been converted to communism. 

Mr. Bowtes. I don’t know. I think at this stage that is a very 
hara pene. 

In this stage, the Communists all have fastened on to several very 
popular ideas. One is antiwesternism because they always blame the 
unequal treaties and all the rest that went with the past, and they 
personify this new force of antiwest. 

Second, they have made a great deal of nationalism, the Chinese 
pride of nationalism, which of course in a sense goes against the whole 
Communist base in the long haul. 

Third, they have talked in very great terms about economic develop- 
ment. The test of all this will come in the future. I think perhaps 
a good example is this: 

[ have heard several Burmese and Indians, whose records would 
show that they were totally anti-Communists, describe Peking. ‘They 
— about the enthusiasm, discipline, cleanliness, and all the rest. 

| thought as I listened that they were talking a little bit as many 
\mericans talked in 1939 about Italy and Germany and the way 
trains were running on time and people cheering for Mussolini and 
Hitler. 

All of that is very impressive and I pointed out to them just after 
these Americans came back with their glowing reports of the disci- 
pline and enthusiasm of the Nazi-Germany and Fascist-Italy, that 
Nazi Panzer divisions moved over into Poland and started the Second 
World War. 

This is disturbing to them when they see that comparison. Just 
as there was enthusiasm at one stage in Germany or Italy, I am in- 
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clined to think it may be right now that they are at this stage in China 

Whether that will still be there after they are through squeez 
ing their peasants, as I think they have got to do, and putting in the 
recime nted orders th: it I think are, of course, coming, is another mat 
ter. In other words, I am afraid of this right now. I wouldn’t be a 
bit afraid of it 10 or 15 years from now. 

Senator Barkiey. Thank you very much. That is all, Mr. Chair 
man. 


The CrarMan. Thank you very much Mr. Bowles for your ap 
pearance. We appreciated it very much and you have helped us 
great deal because of your knowledge of the Asian situation. We ar 
very glad to have h: ad you. 

(Whereupon the committee adjourned at 12:45 p. m.) 

(The following matter was presented for the record. ) 


STATEMENT BY Mrs. A. Paut Hartz, CHAIRMAN, LEGISLATIVE Diviston, GENERA 
FEDERATION OF WOMEN’S CLUES 


Iam Mrs. A. Paul Hartz, chairman of legislation of the General Federation of 
Women’s Clubs, which was chartered by Congress in 1901. his is an organiza 
tion with a membership of more than 5 million women in the United States, as 
well as 5 million in 50 countries of the world. 

The General Federation of Women’s Clubs has been deeply interested in the 
United Nations International Children’s Emergency Fund and has supported i 
through consistent voluntary contributions, special drives for funds to meet 
emergencies, such as the milk shortage in Brazil several years ago and througl 
sponsorships of youth groups in their annual fund raising for UNICEF on Hal 
loween. We have also joined with other groups from time to time in urging the 
Congress of the United States to continue in full its financial support of what we 
believe to be the finest and most successful attempt yet made by the Unite 
Nations to give children a fair chance in the battle against poverty, filth, and 
disease. 

UNICEF has been a very vital part of the program designed by the United 
Nations to create letter living conditions for children in war ravaged countries 
and in underdeveloped areas throughout the world. Through UNICEF millions 
of children have been given a better chance in life in some 90 countries. During 
1955 alone it is estimated that 30 million children will benefit directly fron 
UNICEF-aided nutrition, disease and child-care programs. Malaria, tubereu 
losis, mycosis, trachoma, typhus will not scourge millions of yeung victims 
because of drugs and medical skills furnished through UNICEF funds. Milk and 
improved nutrition will mean sturdy and healthy bodies for millions more. 

The membership of this organization, as wives and mothers, understands the 
needs of children and we are particularly concerned that UNICEF continue to 
serve these people so urgently needing service. Women know that character is 
built during the formative years and we know that adequate food, clothing 
education and spiritual guidance are necessary during childhood and youth and 
are conditions that lead to good citizenship. 

UNICEF is not a giveaway program. Each dollar provided by UNICEF is 
matched by $1.50 from the assisted government—in addition to whatever that 
government may contribute outright to UNICEF. The general federation be 
lieves that good will created now in the minds of children and among nations wil 
go a long way toward paving the road to lasting peace. We further know that 
dwarfed minds and bodies can be dangerous weapons and a detriment to good 
will. 

Practical reasons demand that we lend our best efforts toward eradication of 
communicable diseases, for with a shrinking globe due to rapidity of travel, 
serious outbreaks of disease threaten not just a limited number of children, but 
all children, including our own. An important part of the proposed action il 
1955-56 will be an all-out drive against malaria in Central and South America. 
Any curtailment of funds may seriously hamper the whole control program since 
time is an element in using cheap DDT before anopheles mosquitoes develop 
immunity which will make DDT much less effective. 

The humanitarian reasons far outweigh the practical ones in a nation such as 
ours founded on the principles of Christian charity. The women of the general 
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ederation believe it is the moral respensibility of the United States to join with 
ther nations of the world in seeing to it that children of underprivileged 
suuntries—*“even the least of these’—have more than the bare necessities of life. 
he General Federation of Women’s Clubs urges the Senate to approve the full 
ippropriation of $12 million, as requested for the continuance of the program of 
UNICEF in 1956. 


STATEMENT BY Mrs. THEODORE S. CHAPMAN, PRESIDENT, GENER f'EDERATION 
OF WoMEN’s CLUBS 


The General Federation of Women’s Clubs recognizes the vital and extreme 
ecessity for mutual security. As an organization we were amongst the first to 
ndorse the Marshall plan by convention action. We have consistently supported 
nd worked for each succeeding mutual security program. 

We are today even more enthusiastic about the work of FOA. We have 
nany leaders and members who have traveled abroad and have seen firsthand 
he tremendous value of the program of FOA. We have been convinced it is 
reaching more and more people in a manner which has given them confidence 
that the United States is trying to help those that need food, clothing, shelter, 
ealth, education, ete., and is making possible a higher standard of living and 
greater opportunities for them to share in the responsibility of the family of 
witions. They have learned that the United States is not entirely selfish in its 
program of aid. 

Today FOA as a separate agency of the United States Government is estab- 
ished in sO many countries. We have from personal observation seen the 
varmth and confidence in the hearts of the people when we discussed our 
iutual security through the contributions to the well-being of mankind. FOA 

not seem to represent to them calculated governmental routine business, 
ut rather the personal interest of our people in the welfare of their people. 

It seems to general federation that it would be a grave mistake, psycho- 
ogically, to make any change in the administration of this organization. Its 
functions by their very nature bring the United States into a position of a 
friendly neighbor. Its services are to people not as remote as governments 
seem to most people. 

Our observations and work with FOA has assured the General Federation 
if Women’s Clubs that FOA is most vital in our efforts to draw the free peoples 
f the world together. No matter how long such an organization needs to exist, 

would be folly to change administration of this magnificent program by ter- 
ninating the FOA. Dividing the work of FOA among the permanent Govern- 
nent departments would likely submerge it into more or less secondary sig- 
nificance, which would probably be true also if its functions were placed in 

existing Department for administration. 

The GFWC is also committed to a program of economy in Government by 
ur convention action, The figures shov7 that FOA, in spite of its expansion of 
itivities, has been operated much more economically the last fiscal year. 

We are confident that the people of the United States do not want to make 
ny mistake which might destroy the confidence of the peoples who have received 
chnical assistance from the United States, 

Che GFWC with its 11 million affiliated women in 50 nations of the world is 
in a position to honestly and earnestly plead for the continuance of FOA to 
function under a separate administration as it is functioning today. 


-_—— -—- 


Tuer NATIONAL GRANGE, 
Washington, D. C. May 20, 1955. 


Re Expanded Technical Assistance Program. 


Hon. WALTER F’. GEORGE, 
Chairman, Senate Foreign Relations Committee, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR GEORGE: This letter concerns a small but important segment 
of United States foreign policy, namely, the future of this Nation’s position with 
respect to the multilateral technical assistance programs. Normally, we would 
want to testify before your committee concerning our total, overall, broad 
foreign policy beliefs as they relate to the various types of aid programs. Be- 
cause of the time element, however, we have decided to postpone this opportunity. 
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This Nation now supports three types of multilateral technical 
programs: 
First, there is the regular 
the U these agencies, designates 
t 


the total money spent each year by them, and the United States contribution 
thereto: 


assistance 


program of the so-called specialized agencies of 
. The following tabulation contains a list of 


1955 fiscal year regular programs 


United | United States 


aU0CS ‘ont 
percentage contribution 


33. 33 
33. 33 
30. 00 
25. 00 
$2. 60 


8. 96 
11. 45 
4 36 


As you know, each of these agencies is a body of nations. Each agency has 
its own constitution—or charter. Decisions within each agency can only be 
made by the nations themselves—acting as a group. These world organiza- 
tions, furthermore, are only connected with the United Nations by a series of 
agreements. In fact, some of them are much older than the United Nations, 
and their program of technical assistance was launched long before the more 
recent idea was proposed that technical assistance might be a logical respon- 
sibility of the United Nations. 

Second, the United Nations expanded technical assistance program came 
into being as a result of point IV of President Truman’s inaugutal address, 
delivered in January of 1949. The overall cost of the expanded technical 
assistance program, including the United States contribution thereto is listed 
as follows by recent years: 


Erpanded U. N. technical assistance program 


Total con- United States United States 
tributions percentage | contributior 


$18, 800, 000 60 $11, 400, 000 
22, 400, 000 | 57 | 12, 800, 000 
25, 300, 000 | 55 | 13, 900, 000 


This expanded U.N. technical assistance program is carried out through seven 
of the specialized agencies. The decisions, however, as to how, where and when 
these U. N. funds will be spent is fully under the control of the United Nations 
itself rather than within the agencies. In fact, any previous agency control 
of the use of these expanded technical assistance funds has been gradually 
shrinking and the United Nations centralized control gradually increasing, 
until the present point of 100 percent U. N. control has been reached. 

The third type of multilateral technical assistance programing done through 
the United Nations is a series of United Nations programs which are purely 
and simply United Nations affairs carried out under the United Nations itself. 
These include the United Nations Relief and Works Agency for Palestine 
refugees in the Near East (NURWA). United Nations International Children’s 
Fund (UNICEF), United Nations Korean Reconstruction Agency (UNKRA), 
United Nation’s High Commissioner for Refugee Emergency Fund (UNREF), 
and the now defunct International Refugee Organization (IRO). 

We shall not comment on this third group of organizations at this time, but 
instead would like to concern ourselves with the first two. Frankly, the Na- 
tional Grange is deeply concerned over the relative present emphasis placed by 
our Government on these two programs, the relationships between the two, 
and the trends which are currently in evidence. 
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CONGRESSIONAL REVIEW NEEDED 


It is our feeling that the Congress should currently study this entire situation, 
establishing in the near future a long-range United States policy as it relates to 
hese two multilateral technical assistance programs. Such a study should 

iso involve the relative desirable United States emphasis on our bilateral 
technical assistance program in relation to the multilateral programs—as well 
is their relationship to each other. 

Taking a careful look at both the specialized agencies and the expanded tech- 
nical assistance programs, the National Grange submits the following facts 
to your committee: 

1. The above summary of financial contributions shows clearly that the 
United States is contributing more money annually to the expanded technical 
assistance program than it is to the regular programs of the specialized agencies. 

Actually, the contributions of the other nations are much smaller under the 
expanded technical assistance program than the above figures would indicate. 
his is for the reason that under this expanded program, foreign currencies 
of any and all nations are accepted. Also, much of this so-called contribution 
is in the form of “services” or “facilities.” For instance, in the case of one back- 
ward country, it offered its animal disease control knowledge as a contribution. 
This sort of thing is not possible under the regular programs of the specialized 
agencies for the reason that each member country must pay its dues in good, 
solid currencies, which can be converted into universally acceptable currencies. 

The acceptance of Russian and other currencies of a dozen types presents 
another problem or handicap to the expanded U. N. technical assistance program. 
hese currencies must be spent where they can be spent. In the case of Rus- 
sian rubles, this means in Russia. Here we raise the question of how many 
Russian specialists do we want “helping” backward nations to help them- 
selves? Also, how much Russian equipment should be bought under the pro- 
gram? Is it because of this feature that the Kremlin is supporting the unex- 
panded program, while it has not joined, for instance, FAO? 

It should be pointed out, furthermore, that the Food and Agriculture Organi- 
zation and the World Health Organization are operating under congressional 
ceilings. None of the other specialized agencies nor the expanded United Nations 
technical assistance program operates under a ceiling—their authorization for 
funds is open-ended. We would recommend that these ceilings be removed in 
the case of FAO and WHO regular programs. 

It is here, furthermore, that we feel that Congress should decide in the long- 
time run whether or not each multilateral technical assistance program should 
be supported by this Nation in greater amounts, in the same amount or in lesser 
umounts than is now being carried out. 

2. It should be remembered that both these technical assistance programs are 
channeled through and operate through the specialized agencies themselves. 
Chis means that the specialized agencies are forced to operate under 2 budgets, 2 
sets of administrative rules, 2 sets of books, 2 sets of employees and that each 
administrator of the specialized agencies must give an accounting of each of these 
programs to 2 separate groups of governmental authorities, their own governing 
hodies.and.the U. N. Economie and Social Council. To our way of thinking, this 
ix a wasteful, inefficient and costly operation. It is a management monstrosity 
the Congress will want to deal with. 

For instance, in 1954 the expanded technical assistance programs conducted by 
the United Nations through the several specialized agencies totalled $19 million.’ 
Of this amount, administrative expenses amounted to $4,300,000, or 22 percent. 
Mind you, this is the expense of administering the expanded U. N. technical as- 
sistance program only; $1,300,000 of the $4,300,000 involved the cost of TAB 
(‘lechnieal Assistance Board) alone. This does not include the cost of admin- 
istrating the regular programs of the specialized agencies. 

This heavy U. N. administrative overhead expense of the expanded technical 
assistance program also has increased annually by leaps and bounds. For in- 
stance, the first 18 months of the program the expense stood at $180,000—in 1952 
it climbed to $476,000. The 1953 budget of TAB amounted to $1,299,000, while a 
U. N. administrative cost of $1,300,000, as shown above, was chalked up in 1954. 

This is only one of the reasons for our belief that Congress should decide now 
which of these two systems of carrying out multilateral assistance should be 


———— 


1 This is the sum actually spent after deductions for reserves and other purposes, and 
after certain unspendable Russian and other currencies and services were eliminat«d 
from the total 1954 contributions to the program. 
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preserved and possibly expanded. This assumption is based on the belief that 
we cannot continue with two programs operating through the same agencies with 
two entirely separate systems of administration. 

Furthermore, to our way of thinking, the centralized control of the expanded 
technical assistance programs is open for considerable question in the long-time 
considerations of wise world multilateral programing. 

3. Frankly, the Grange believes it would be far wiser for this Nation to urge, 
as a part of its foreign policy, that multilateral technical assistance programs be 
carried on only through the regular specialized agencies. 

As shown above, the United States is paying less than one-third of the cost of 
these regular programs. Under the expanded technical assistance program, we 
are paying from 55 to 60 percent of the bill. This, we feel, is not a sound multi 
lateral pregram. Our share of the total contributions is out of sensible propor- 
tien in this expanded program. 

Tt might logically be asked if we are going to pay 50 percent or more of this 
bill, would it not be better for us to inelnde this sort of technical assistance 
under our regular bilateral programs, or if the other nations are interested and 
it is felt to be in the interest of United States foreign policy, the entire expanded 
technical assistance program might well be transferred to the regular programs 
of the specialized agencies. 

4. In arriving at a decision concerning this the Congress, we feel, should weigh 
carefully the following: 

(a) The programs of the regular agencies are formulated by scientific 
specialists in the fields involved. How else can wise scientific decisions be made? 
In other words, the programs are made up at the Ministry of Agriculture, Health, 
Labor, ete., level rather than in the political or diplomatic realm, 

Decisions as to what the program will involve, where and how the money 
will be spent, etc., in the expanded technical assistance programs of the U. N., 
however, are made by people at the diplomatic level. The United Nations is 
a politically dominated body, and properly so. This, however, does raise the 
question of whether the United Nations, with its political coloration, is well 
qual fied to make sensible scientife decisions. In fact, we believe that experi- 
ence shows that people at the political level of government are not qualified 
to make these decisions—decisions which should not be made on a basis of 
political expediency. 

The argument that the heads of the various specialized agencies formulate 
the U. N. expanded technical assistance program is erroneous. The Executive 
Chairman of the Technical Assistance Board, which is made up of the heads 
of the various specialized agencies, has power to alter the wishes of this Board 
and to coerce the Beard in general. Furthermore, under more recent cen- 
tralization moves, namely the 1954 ECOSOC Resolution, the Technical Assist- 
ance Committee, which is made up of the same 18 governments that make up 
the ECOSOC of the United Nations, reviews (with power to change and veto) 
the program suggestions coming from the scientific realm. This is merely to 
point out that United Nations control of the programing and spending in the 
expanded technical assistance program is dominant. This, we feel, is basically 
wrong. Specialized programs of this type do not thrive well under centralized 
political directions. 

(b) Another reason for our concern with the relative emphasis that is now 
being placed by the State Department on the U. N. expanded technical assistance 
program as compared to the regular programs, is a matter of philosophy as to 
how these programs should be formulated. 

Under the regular programs of the specialized agencies, for instance, taking 
FAO as an example, the Ministers of Agriculture of the 71 member nations of 
the FAO organization come together and decide how their program shall be 
formulated, what projects shall be approved, and how the money shall be spent. 
This means that the nations themselves come to FAO with proposals for help 
on projects. This in essence means that the recipient sovereign nations are 
treated as such. Outside influences in the realm of national planning or direc- 
tion are not a part of this operation. This sort of thing is wisely a part of 
our bilateral program, but it has no place in the multilateral area. 

Under the expanded technical assistance program of the U. N., on the other 
hand, the Technical Assistance Board of the United Nations, under the leader- 
ship of its Executive Chairman and his employed country representatives, sug- 
gests, coerces, generally demands and otherwise enters into the country plan- 
ning under the guise of a balance and fully coordinated objective in such a 
way as to influence the type of work that the recipient nations are able to under- 
take under the U. N. expanded technical assistance program. This we believe 
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s also basically wrong. Who in the United Nations, or in any of its resident 
ountry field offices, is wise enough to guide the destiny of the recipient country? 
Furthermore, how would Uncle Sam like it if some U. N. person entered into his 
affairs? This sort of centralized world planning leadership smacks strongly of 
being exactly opposite of the sort of philosophy that this Nation is founded 
ipon, and should be seeking to perpetuate and encourage rather than stifle and 
restrict. 

For your information also, several of the farm organizations in Washington 
have held meetings concerning this whole matter. These organizations, which 
include the American Farm Bureau Federation, the National Grange, and the 
National Council of Farmer Cooperatives, are in basic agreement on the above 
philosophies. 

It is for this reason that we have joined together in drawing up a statement 
which expresses well our recommendations as to how your committee might 
handle this matter. A copy of this statement is attached. 

Finally. I should like to reiterate the strong support of the National Grange 
for the technical assistance idea. We believe in both multilateral technical as- 
sistance and the bilateral approach. Let there be no misunderstanding about 
that. Both types of assistance have their place in a modern, farsighted United 
States foreign policy. The above suggestions have to do with how we might 
best carry out the multilateral programs. We do not question the multilateral 
idea. In fact, in the case of FAO and its multilateral technical assistance pro- 
gram—now involving 71 nations which have been quietly plugging away and 
doing an effective job all around the world since 1946—our support has been 
continuous and strong. It is only lately that this fine FAO work and the fine 
regular work of the other specialized agencies has been caught in the propaganda 
barrage, originating in the U. NU. and in our own State Department, all designed, 
we believe, to make the American people believe that the future of the world 
hangs on United States support of centralized, politically dominated, U. N. con- 
trolled technical assistance work. 

Let there be no doubt about it, furthermore, that the National Grange sup- 
ports the United Nations in its own field of competence. Our policies in both of 
these fields are firm and a matter of record. 

(ur primary concern now is that the Congress establish a long-range multi- 
ateral technical assistance policy for this Nation that will serve best the national 
and world objectives that we seek. This should be done before the situations 
described above get so serious that the entire idea or program is placed in 
jeopardy. 

I wish to thank you and the members of your committee for any consideration 
you may be able to give to this line of logic and offer to you whatever help this 
organization is able to give. 

Respectfully yours, 
HERSCHEL D,. Newsom, Master. 


SUGGESTED LANGUAGE TO IMPLEMENT DESIRES GF THE NATIONAL GRANGE AND OTHER 
FARM GROUPS WITH RESPECT TO UNITED States Porttcy RELATING To MULTTI- 
LATERAL TECHNICAL ASSISTANCE PROGRAMS 


Change in the present method of financing the technical assistance work of 
FAQ and other multilateral agencies can probably best be started by a state- 
ment of policy from the United States Congress. 

‘This statement might well include the following points: 

(1) The expanded technical assistance work of FAO and other multilateral 
agencies has so fully proved its value that it should be a permanent part of the 
programs of these agencies. The present method of financing through a voluntary 
central fund does not recognize the continuing character of the work. 

(2) The experience of FAO and other multilateral agencies shows that the 
so-called regular program and the so-called expanded technical assistance 
program are in reality a single program, basically indistinguishable except for 
budgetary bookkeeping purposes. The distinction between them is a historical 
accident, due to the way in which the so-called expanded technical assistance 
program originated. From the standpoint of operating efficiency and effective- 
ness, the two programs must be and are being constantly more closely integrated. 
The present system of financing is an obstacle to the integration, since for 
each agency it necessitates two separate budgets, two separate accounting sys- 
tems, and to a considerable extent two separate staffs governed by somewhat 
different regulations. 
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From the standpoint of the United States Congress, the need to make 2 

ite appropriations for each agency to finance what is essentially 1 program 

reates confusion and uncertainty and reduces the possibility of specifying the 
use to be made of the funds appropriated. 

(4) In the opinion of this Congress, the only way to correct this undesirable 
situation is to do away with the system of voluntary appropriations to be a 
central United Nations fund for technical assistance and instead to appropriate 
funds directly to each agency for its whole program, without the artificial dis- 
tinction that now exists between the regular and the expanded technical as- 
sistance aspects. 

(5) We believe such a change can be made not only without damage but 
with great benefit to the work of these agencies, and that it will strengthen 
United States participation in the work. We also believe the change should 
be and can be effected in a comparatively short period of time. It took about 2 
years to get the multilateral expanded technical-assistance program in operation, 
including the establishment of a central fund and a system of allocations. With 
the program now a going concern in each agency, it should not take longer than 
this to change the system of financing. 

(6) The Congress does not feel that it has adequate information on which 
to base a new procedure that will achieve the objectives we have in mind, and it 
would not be desirable to attempt to work out in haste a plan that might do 
more harm than good. We therefore instruct the State Department as the 
responsible executive agency, to begin promptly to formulate proposals for a 
new procedure in consultation with other member governments of the multi- 
lateral agencies with a view to presenting the proposals as soon as practicable to 
the governing body of each agency. 

(7) In proposing that appropriations be made separately to each agency 
rather than to a central fund we do not overlook the need for cooperation 
among the agencies and coordination of their programs. We believe this 
can be effected without the kind of undesirable centralized control that has 
tended to characterize the system of appropriation to and allocation from a 
central fund under United Nations administration. The agencies already have 
machinery for coordinating their regular programs. If this needs strengthening 
to met the special conditions of an enlarged technical-assistance program, the 
problem should be worked out by agencies themselves, with the policy guidance 
of their governing bodies. 

(8) We believe that during the period of formulating and considering pro- 
posals for a new procedure, care should be taken not to interrupt the continuity 
of the present programs of the agencies. We therefore approve the appropria- 
tion of $24 million for the multilateral expanded technical-assistance program 
for a period of 18 months. But before the next appropriation is requested from 
Congress, however, we expect the responsible executive department to have 
made substantial progress in initiating new arangements t oachieve the objec- 
tives we have in mind. Unless there is proof of such substantial progress, we 
shall recommend that no further contributions be made by the United States 
Government to the multilateral expanded technical-assistance program. Thus 
while we do not attempt at this time to specify a date for the final achievement 
of a new procedure, we wish to make it unequivocally clear that any further 
appropriation will be contigent on the showing of intent and effort to carry out 
the policy of Congress. 


[Cablegram } 


CASABLANCA, Morocco, May 15, 1955. 
Hon. WALTER F.. GEORGE, 
Senate Foreign Relations Committee, 
Washington, D.C.: 

Respectfully urge your committee retain and if possible strengthen treaty 
compliance provision in section 413 B 3 present Mutual Security Act. All old 
treaty violations continue and new ones were instituted affecting textiles and 
other products in March 1955. We are 25 Americans engaged in businesses which 
are in jeopardy. We disagree American Chamber of Commerce of Morocco 
statement, page 477, your last year’s record. Chamber membership 85 percent 
French. Request you urge State Department implement well-founded protest 
of April 18, 1955. Would appreciate this included your hearings record. 


AMERICAN Bustness MEN’s CLUB oF Morocco. 
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[Cablegram ] 


CASABLANCA, More 
FOREIGN RELATIONS COM MITTEF, 
United States Senate, Washington, D. C.: 
Treaty compliance situation worse than at any time since International Court 
verdict. Hope you see fit restate treaty compliance proviso in form Senate 
adopted last year as shown page 72 your Mutual-Security Report Request this 
able be included your record. 
Morocco Post AMERICAN LEGION, 
Rosert Harper, Vice Commande 


[Telegram ] 


WASHINGTON, D. C.. May 22, 1955 
SENATE FOREIGN RELATION COM MITTEE, 
United States Senate, Washington, D. C 
The American Association of Social Workers, District of Columbia Chapter, 
through its international committee has watched the development of the 
UNICEF and its operation since its inception. We are acquainted with the 
good results obtained throughout the world and urge continuance of this fune 
tion in the mutual-security program we support its multilateral character 
through contributions of all participating governments. We endorse the ad- 
ministrations request for funds for UNICEF in the amount of 14% million for 
the 18-month period from July 1, 1955 through December 1956. We urge pas- 
sage of enabling legislation to provide basis for money to be made available 
throngh the mutual-security program. We ask that this request be made a 
part of the record. 
Mrs. INABEL LINDSEY 


STATEMENT OF RoBpEeRT OLIVER, DIRECTOR OF LEGISLATIVE COMMITTEE AND ASSIST 
ANT TO 'IHE PRESIDENT, CONGRESS OF INDUSTRIAL ORGANIZATIONS 


My name is Robert Oliver, I am appearing here today in behalf of the Congress 
of Industrial Organizations (CIO) on the proposed mutual security program 
lor the coming year. 

The Congress of Industrial Organizations is proud of its early and continuous 
support of the Marshall plan and its successor programs. These programs are 
now generally recognized as having played a key role in defeating the menace 
of communism in Western Europe. 

Today, the center of world tension has shifted to the countries of Asia. 
Reeent events have shown that the major threat to world peace and security lies 
in “the arc of free Asia” where 770 million people—anti-Communist or uncom 
mitted—are struggling to maintain their independence and to conquer their 
economic and social problems. 

We in the CIO are pleased to note that the President, in his message to 
Congress on April 20, displayed a clear recognition that it is to this area that 
the chief emphasis of our future foreign expenditures must be directed. By far 
the major share of funds are proposed to be expended in this key area. 

It is undoubtedly essential that so much of these funds must be spent for 
iilitary and defense support activities. Yet we should not lose sight of our own 
success in Western Europe and the lessons to be gained from our experience 
under the Marshali plan. 

In the first year of that program, our country allocated $5 billion for economic 
aid. Part of the success of that program can undoubtedly be attributed to our 
boldness in executing it. 

Asia’s problems are great. There is a tremendous need for administrative 
and technical skills and capital. Her problems in economic development exceed 
those of Europe in the postwar years. We must help her to fight the hunger, 
disease, and hopelessness upon which communism breeds. 

Yet an analysis of specific recommendations in the program for fiscal 1956 
shows that only $720 million is to be allocated for economic development. This 
means that we would provide for the 770 million people of Asia ahout one- 
seventh of the amount of economic aid that we provided for the 300 million people 
if Western Europe in the first year of the Marshall plan. 
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In President Eisenhower's message, he reaffirms the fundamental truth that 
the preservation of our own freedom and economic well-being depends, in large 
measure, upon rising living standards in other countries and upon higher levels 
of mutually beneficial trade among all the nations of the free world. 

We urge this committee to give serious consideration to the question of 
whether the amount requested by the administration for economic development 
is adequate to meet the urgent needs of the peoples of Asia. In 1948, our wealth 
producing capacity was $100 billion less than it is today. Our country must be 
sure our Asian program is not “coo little’ when our resources are so clearly 
adequate to give enough. 

Ii addition, the CLO feels that the United States should give financial support 
to international cooperation in the area of economic aid. The President, in his 
message, said: 

“Our programs of national action are not in any manner a substitute for 
United Nations actions in similar fields. Every instance of effective measures 
taken through the United Nations on a human problem improves the ultimate 
prospect of peace in the world.” 

The underdeveloped countries of the world, through their spokesmen in the 
U. N., have given their strongest support to the Special United Nations Fund for 
Economic Development. This fund would help these nations to build the basic 
functional requirements, such as transportation and power facilities, upon 
which industrial development must be based. 

We believe that support of this program (which has not been mentioned in the 
President’s message), administered through the U. N., would result in greatly 
enhancing American prestige abroad. In testimony before the Technical Assist- 
ance Subcommittee of this committee on February 23, 1955, the CIO asked 
authorization for $80 million for this purpose. We reaffirm that request at this 
time. 


rhe President has requested $5.5 million for the continuation of the West 
Hurepean technical exchange program. This program has proved its value in 
the sharing of technical knowledge and the building of good will, and we believe 
it should be continued. 

One hundred and seventy-two million dollars has been requested for technical 


cooperation programs of all types sponsored by both the United States and the 
United Nations. These programs have demonstrated their great value in the 
past and should continue. Expenditures under these programs are matched, 
and in many cases greatly exceeded, by contributions of the host countries. 
For example, the countries of Latin America contribute more than twice the 
United States contribution to technical cooperation programs in their own area. 

We believe that it is especially important that this committee approve the full 
$24 million requested for the United States share of the U. N. technical assistance 
programs, United States prestige abroad was shaken by the hesitant and inade- 
quate approach made by the Congress to this program this year. 

The budget requests for the current fiscal year included $180 million for de- 
velopment assistance. For fiscal 1956 only $165 million has been requested. 
These funds are used to help supply capital needs as a supplement to the 
technical cooperation programs. In view of the tremendous capital needs of 
the underdeveloped countries, it is regrettable that a reduction has been made in 
this program. 

Within the request for $175 million for special programs there is a small but 
highly important item of $1.4 million for the United Nations High Commissioner 
for Refugees. These funds will be used to help in the humanitarian resettlement 
of victims of war and revolt, and should be approved by this committee. 

This section also includes items of $2 million to pay ocean-freight charges for 
voluntary relief shipments, and $15 million for the shipment of surplus agricul- 
tural commodities overseas. The tremendous importance of reaching particularly 
needy populations under this program is self-evident. 

At the conclusion of the current fiscal year the functions of the Foreign 
Operations Administration will be transferred to the Department of State. We 
are pleased to note that apparently the transfer is to be accomplished without 
breaking up the various functions of FOA among the several departments and 
agencies of the Government. It is essential that the central organization of 
functions be continued. 

sut it has not yet been made clear whether or not public participation in the 
new agency is to be continued. Over the years this participation, expressed 
through publie advisory boards and labor advisory committees, for example, has 
been invaluable in creating a climate for a person-to-person approach directly 
to the people of the cooperating countries. This must not be lost. 
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In summary, although the CIO supports a more bold and far-reaching program 
of Asian economic aid, and although we fee! that too much of the President’s 
proposals are based upon action initiated by the United States alone, we applaud 
the call for action on behalf of the free nations of Asia. 

The history of the last few \ears has demonstrated that the return far exceeds 
the investment in programs of this kind. This Nation can look with satisfaction 
upon the success of our efforts in Europe. If we can help the countries of Asia 
to help themselves, in a way which will keep them free and independent, we will 
be able in the future to look with satisfaction upon our efforts in Asia also 
If we can do this, our expenditure of time and money will have been small 
indeed, 


STATEMENT BY Dr. MerRTBETH E. CAMERON, CHAIRMAN, AMERICAN ASSOCIATION OF 
UNIVERSITY WOMEN, COMMITTEE ON INTERNATIONAL RELATIONS, AND Dr. HALLIE 
FARMER, CHAIRMAN, AMERICAN ASSOCIATION OF UNIVERSITY WOMEN, COMMITTEE 
ON LEGISLATIVE PROGRAM 


The American Association of University Women, through its committees on 
international relations and legislative program, earnestly urges the Senate Co1- 
mittee on Foreign Relations to support the President’s proposed mutual security 
program. 

The American Association of University Women is an association of over 
135,000 college and university graduates organized into 1,310 branches distributed 
among 48 State divisions, the District of Columbia, Guam, Hawaii, and Alaska. 
The association has long maintained an active study program in international) 
relations which is the basis of the AAUW’'s interest in legislation affecting 
foreign policy. 

(juided by study groups working in the field of international affairs, the 
hiennial convention of the association at its most recent meeting in Minneapolis, 
Minn. (June 1953) adopted the following resolutions: 

“Through a continued study of international problems and foreign policy we 
will assist in creating the informed public opinion necessary for the support 
of immediate measures for defense and also of a constructive foreign policy 
which will lay the foundations for a more secure world. 

“Recognizing the responsibilities attached to the position of the United States 
as a great power, we reaffirm our faith in international cooperation as the best 
means for the preservation of the free world. We will support the United 
Nations and its affiliated agencies and will study ways of making their function- 
ing more effective.” 

At the same meeting, the association endorsed as the basis for its legislative 
program the following items: 

“Support of measures for effective participation in and strengthening of 
the United Nations and its affiliated agencies. 

“Support of a constructive foreign policy which would endeavor to develop 
conditions favorable to democracy and economic well-being throughout the 
world as prerequisites for national and international peace and security.” 

Under these convention resolutions and mandates, the international relations 
and the legislative program committees of the American Association of University 
Women are concerned with the appropriations bill for the mutual security 
program for the fiscal year 1956. A constructive foreign policy is impossible 
without adequate appropriations; support for the United Nations is meaning 
less unless it is made concrete through dollars which can make its work effective 

Technical assistance: We urge first of all, therefore, that the Congress appro 
priate in full (1) the $172 million requested for bilaterial technical assistance 
programs in some 60 countries and territories, and (2) the $24 million requested 
as the United States contribution to the U. N. technical assistance program. 
We especially commend the principle of an 18-month appropriation for UNBDTAP 
as a long-overdue step for coordinating the United States fiscal and the U. N 
calendar year. 

Our support of these technical assistance programs is based on the following 
considerations : 

(1) First and foremost we support technical assistance because it is in the 
self-interest of the United States to help clear up what may be regarded as 
world slums. Such slums are dangerous to the United States in a literal physica) 
sense, since contagious disease recognizes no national barriers. They are 
equally dangerous in breeding dissatisfaction which in turn provides ready con- 
verts for Communist pie-in-the-sky promises. The world of 1955 is too small 
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to tolerate indefinitely the gulf in standards of living which separates the average 
American from, say the average peasant of Southeast Asia. Envy of the 
American standard of living, unless channeled into a constructive course, will 
jeopardize our national security. Technical assistance is our channel. 

(2) We support technical assistance because we regard it as preventive 
diplomacy, which is as much to be preferred over remedial diplomacy as pre- 
ventive medicine is preferable to remedial medicine. A negative result—im- 
munization against communism—is ample reward for our investment. 

(3) We support technical assistance because the job to be done is too big for 
the resources of private philanthropy. In the 19th as in the 20th century, the 
work of American voluntary associations, both religious and secular, often in- 
cluded projects in public health, education, and agriculture, which were as up 
to date as next years’ technical assistance projects, but there has never been 
and cannot be a private nongovernmental agency capable of tackling the problem 
in toto. In the 19th century, a piecemeal approach was feasible; in 1955 piece- 
meal efforts are wasteful, ineffective, and may do more harm than good. 

(4) We support technical assistance because we believe no other United 
States program currently brings in as good a return for money and energy 
invested. The superb humanitarian achievements of the program are attested 
to by recipients as well as by neutral observers. For no other program have as 
many Sauls found conversion to Pauls, as the testimony of Senators, businessmen, 
and others who have inspected United States Technical Assistance projects 
ndicates. 

(5) We support technical assistance because the maintenance of confidence in 
the pledged word of the United States requires it. Congress in passing the 
basic legislation—the Act for International Development of 1950—announced 
to the world that the program would be a long-range one. In our view, 5 
years is not long-range, and interested countries have every reason to assume 
the program has not yeti run its course. 

(6) We support technical assistance because as a long-range program it 
develops future customers for the United States and opens up possibilities for 
American investors. Statistics prove conclusively that highly developed 
ountries provide our best customers, underdeveloped areas our poorest market. 

(7) We support technical assistance because unless through it the way is 
paved for Western capital to develop the potentialities of the underdeveloped 
third of the globe, their resources will be developed and exploited by the Com- 
munist bloc. If the Communists perform this task, the price exacted will 
include control of material resources. A glance at our dependence on Asian- 
African raw materials is sufficient to convince us of the folly of such a lost 
ypportunity 

(8) We support technical assistance because we believe that the United States 
county agent and the United States factory manager can for the next generation 
be the ablest and most welcome assistants our professional diplomats in under- 
leveloped areas could have. 

UNICEF: We also urge the Congress to appropriate in full the $12.5 million 
requested for the United State contribution to the United Nations Children’s 
Fund. We believe that the work of this arm of the United Nations is of 
great value, real ond potential, and that the United States should not flag in its 
support. Common sense tells us that the health, welfare, and education of the 
hildren of any society project the future for that society. Recognizing as 
we do that adequate care for the underfed, diseased, and illiterate children is 
the logical starting point for providing an underveloped society with the energy 
and physical resources needed for rebuilding itself, we make a special plea 
that UNICEF be supported as an auxiliary of the United States and United 
Nations technical assistance programs. To neglect the children of underde- 
veloped areas is to perpetuate or aggravate the conditions which now maintain, 

rhough the urge to change conditions in underdeveloped areas is in part hu- 
manitarian, it is in larger part self-interest. As citizens of the United States en- 
joying the highest standard of living in the world and the longest life expectancy, 
we will feel more secure in planning for the future of our own children if the 
welfare of their contemporaries around the globe is a matter of United States- 
United Nations concern, 

Development assistance: We regard the $165 million requested by the admin- 
istration for development assistance as a necessary support for the technical- 
assistance program. lIugene Staley has wisely remarked that “It is a wrong 
diagnosis which sees the Communist menace as mainly a military threat * * 

In most underveloped countries the politico-economic threat is the major one,” 
rechnical assistance and development assistance are our best correctives for 
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the soft spots of the world; they are programs which supplement and comple 
ment one another. So long as the Western world lives not in peaceful but 
competitive existence with the Communist world, so long must it remain a 
prime goal to seek out the soft spots and to develop strength in place of weakness. 

Military assistance: Although we cannot evaluate in detail the administration’s 
request for military assistance funds, we affirm our support for the principle 
that building the defenses of our allies is an effective way of securing the 
future of the United States. The sum of $1,700 million for military assistance 
and defense support is a ‘small percentage of the billions the United States 
spends on its own defense forces. We regard it as a sound investment. 

In conclusion, in supporting the principle of foreign aid, we recognize that the 
United States must be alert lest our programs become crutches rather than 
helps to self-help. We have faith that good administration can assure full 
realization of the potentials of the mutual security program, and we are con- 
vinced that Americans must combine generosity with patience in awaiting 
results. 


STATEMENT BY THE AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


Current newspaper reports state that the House and Senate committees 
dealing with foreign affairs are considering legislation concerning the transfer 
of Foreign Operations Administration functions to the State and Defense De- 
partments at the conclusion of the current fiscal year. Public information indi- 
cates that draft legislation has been presented to the committees authorizing the 
Foreign Operations Administration and other agencies affected to ignore usual 
civil-service regulations for employees occupying positions at the GS-10 level 
and above in completing termination of Foreign Operations Administration 
operations. 

While there are some employees in these grades who may not have acquired 
classified (competitive) civil-service status, there are many others who have 
served the Federal Government in various capacities over a span of years. 

Reportedly, section 10 (b) of the draft bill authorizes separation of any em- 
ployee above the maximum of GS-9 without regard for normal reduction in force 
procedures, except in the case of employees entitled to veterans preference. 

In order to insure equity to all employees during the difficult period of re- 
organization, it is essential to provide in the basic legislation a specific provision 
that the usual civil-service regulations governing reductions in force and abolish- 
ment of positions be applied in the case of the Foreign Operations Administration. 

Such legislation will permit a systematic method for determining the employ- 
ees who will remain on the job and those who must leave because of the absorp- 
tion of mutual security functions by other agencies. In addition it will insure 
continuity of operation in whatever functions of the mutual security program 
remain intact after the transfer. 

Finally the utilization of language guaranteeing these rights will eliminate 
to a large extent the possibility of favoritism or discrimination on any grounds. 
And, if civil-service regulations are adhered to, any employee who feels his rights 
have been violated will be able to exercise an appeal. 

Members of this committee are aware of the uncertainty employees of the 
Foreign Operations Administration have faced during the past several years. 
Because of decisions to reduce the program and the number of employees 
without regard for civil-service rules, there has been great dissatisfaction with 
the method or lack of method for selecting those workers whose jobs are 
eliminated. 

Experience has shown that it is not enough to depend upon verbal assur- 
ances that reductions will be administered impartially. 

As an organization of Federal employees mandated to “promote efficiency 
in the Governmental service” we have taken exception to past reductions of 
personnel in the Mutual Security Agency in complete disregard to civil-service 
rules. While the draft legislation has a precedent in some respects, our feder- 
ation has and will continue to object to elimination of employees’ positions 
in circumvention of civil-service regulations, which normally apply when jobs 
are eliminated. 

In order to avoid confusion which has existed in the past and to forestall 
justified complaints of violations of employee privileges, we recommend that 
specific language be substituted for the present section 10 (b). This language 
should require all agencies accepting transferees from the Foreign Operations 
\dministration to apply the usual reduction in force procedures in abolishing 
positions referred to in section 10 (b). 





556 MUTUAL SECURITY ACT OF 1955 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAKE 
VETERANS OF THE UNITED STATES OF AMERICA 


On behalf of the Jewish War Veterans of the United States of America, I 
express appreciation for this opportunity to present our views, once again, 
in support of the full mutual security program proposed by the President. 
This committee may well feel a sense of real satisfaction that over the years, 
it has successively authorized programs to carry out, originally, the Marshall 
plan, the Economic Cooperative Administration, and the Mutual Security 
Program. 

It is not too difficult to recall the period of economic, military, political, and 
spiritual chaos which reigned in Europe in 1948. These successive programs 
which you authorized have proved their worth in the face of that 1947-48 
situation when it seemed almost certain that the whole of Europe would become 
dominated by Soviet communism and be ruled from the Kremlin. 

‘he military and economic aids which our country put into the mutual 
security program is probably the most profitable investment we have made 
in world peace—and in our own national security. Nor should we discount, 
the equally great benefits of saving the peoples of Europe from the cruel totali- 
tarianism which the Communist despots would have enforced. Instead, we have 
free peoples with democratic regimes improving economic situations, producing 
more for themselves and trading with each other and with us. 

The point 4 programs and economic aid programs which have reached to 
the Middle East and to India, Pakistan, and other parts of Asia—indeed in 
various parts of the world—have likewise proved their worth in unmistakable 
fashion. 

We are now faced, in the Far East and still face in other parts of the world, 
the serious threat of subversion, infiltration, and the overthrow of independent 
areas, many of which have recently been freed of colonial controls. This 
threat, like that which faced Europe in the late 1940's, originates in the Kremlin, 
aided by the Kremlin’s partner, Communist China, with its 500 million population. 
Chinese communism has ready at hand, hundreds of thousands of Chinese who 
live in So many lands of the Pacific. 

We can hardly combat this Communist threat. We can help to create, with 
the aid of these peoples eager to be free, economic, political, and spiritual 
strength which will repulse the subversion, infiltration, and sabotage that the 
Communists will attempt along with promises galore which have never in the 
past been fulfilled. 

The amount of money, $514 billion, is in line with the magnitude of the job 
to be done and the rewards to be won. The task is urgent. The problems 
in these lands, health, needed improvement in food production, essential de- 
velopment of their natural resources (which in many cases, the United States 
must import), and innumerable others demand prompt and continuing work. 
In many cases, what we learned through the point 4 program will be of invalu- 
able help. Likewise, we have had much experience in the use of economic 
aid, some of which may take the form of longtime loans. 

The Jewish War Veterans of the United States of America are as firmly 
convinced regarding the opportunities and the results to be achieved in these 
lands of the Middle East and the Far East and the other parts of the globe, 
as we were in the dark and fateful days of 1947 and 1948 when a mutual security 
program was a new experiment. What we need now is the fortitude to carry out 
what has proved successful until the needed task of winning the victories for de- 
mocracy has been accomplished in all these lands which are on this side of 
the Iron Curtain. 

We are confident that the people of the United States are ready to shoulder 
this task and that you, our representatives, together with our President, 
will authorize the funds and the procedures which are essential to carry us to 


success, 


x 














